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Since  1974  information  technology  (IT)  users  and  vendors  throughout  the  world  have  relied  on  INPUT  for 
data  objective  analysis,  and  insightful  opinions  to  support  their  plans,  market  assessments  and  technology 
directions  particularly  in  computer  software  and  services.  Clients  make  informed  decisions  more  quickly 
and  save  on  the  cost  of  internal  research  by  using  INPUT'S  services. 

Call  us  today  to  learn  how  your  company  can  use  INPUT'S  knowledge  and  experience  to  grow  and  profit  in 
the  revolutionary  IT  world  of  the  1990s. 
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applications  downsizing. 
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Introduction 


Objective 


B 


The  first  objective  of  this  study  conducted  for  IBM  Europe  (IBM)  was  to 
interview  key  selected  vendors  operating  in  the  training  market  in  Europe. 
The  vendors  were  selected  jointly  by  IBM  and  INPUT,  in  conjunction  with 
IBM's  consultant  company,  CCI.  They  were  chosen  to  represent  all  types  of 
training  services  and  products,  not  just  those  related  to  IT. 

INPUT  defines  training  as  job-related  skill  acquisition,  which  occurs  outside 
the  traditional  educational  curriculum.  It  is  distinguished  from  education, 
which  is  vocational  in  nature  and  is  usually  related  to  a  curriculum  which 
covers  at  least  one  academic  year. 

The  second  objective  of  the  study  is  to  prepare  profiles  of  these  vendors 
in  order  to  be  able  to  assess  their  individual  values  as  potential  targets  for 
acquisition,  or  alliances  of  some  other  sort. 


Scope 


The  vendors  selected  fall  broadly  into  two  groups: 

•  Companies  whose  principal  or  sole  source  of  revenue  is  in  the  training 
market 

•  Companies  where  training  is  offered  alongside  other  activities,  typically 
professional  services  in  the  IT  sector 

Eleven  companies  were  selected  for  interview  from  the  longer  list  originally 
compiled. 

The  first  group  of  vendors  included,  in  alphabetic  order: 

•  Applied  Learning  International 

•  CEGOS 

•  Learning  Tree 

•  Management  Centre  Europe  (MCE) 

•  Wilson  Learning. 
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The  second  group  of  vendors  included,  again  in  alphabetic  order: 

•BIS 

•  Cap  Sesa 

•  Finsiel 

•  Integrata 

•  SLIGOS 

•  Volmac. 

The  geographic  scope  of  the  study  would  be  limited  to  the  major  European 
countries  together  with  the  Benelux,  with  U.S.  and  Japanese  companies  also 
being  of  interest. 


c  

Methodology 

The  primary  method  of  interviewing  was  face-to-face.  Interviewing  was 
conducted  during  February  and  March  1993,  and  the  profiles  which  were 
subsequently  prepared  were  circulated  to  the  respondents  to  obtain  any 
comments  or  corrections. 


D  

Report  Structure 

The  report  structure  is  as  follows: 

•  Chapter  I,  the  Introduction,  outlines  the  terms  of  reference  and  conduct  of 
the  study. 

•  Chapter  n,  the  Executive  Overview,  contains  the  key  assessments  of  each 
vendor  and  INPUT'S  conclusions  leading  to  a  ranking  of  vendors  in  terms 
of  their  potential  interest  to  IBM. 

•  Chapter  EI  contains  the  profiles  themselves,  formatted  in  a  way  that  is 
compatible  with  INPUT'S  standard  vendor  profiles.  Each  profile  ends  with 
input's  assessments  of  the  vendor.  This  part  of  the  profile  was  not 
included  in  the  material  which  was  passed  for  comment  to  the  individual 
respondents. 

•  Appendix  A  contains  INPUT'S  standard  set  of  Exchange  Rates  and  Infla- 
tion Assumptions,  which  are  applicable  to  all  studies  where  forward  fore- 
casts are  given. 


1-2 


YTS 


PROFILES  OF  KEY  VENDORS  IN  THE  TRAINING  MARKET  IN  EUROPE.  1993 


INPUT 


Executive  Overview 


A  

Introduction 

This  overview  consists  of  two  parts: 

•  The  first  part  (section  B  below)  is  the  text  of  all  the  vendor  assessments 
contained  in  each  of  the  11  profiles  in  Chapter  in.  It  allows  the  busy  reader 
to  gain  a  quick  insight  into  each  company  interviewed  without  wading 
through  the  pages  of  profiles  in  the  chapter  itself. 

•  The  second  part  (through  section  C  below)  is  a  set  of  conclusions  built 
around  two  key  summary  tables.  The  first  summarises  some  of  the  key 
numerical  information  obtained  on  these  vendors;  the  second  summarises 
input's  qualitative  assessments  in  a  way  which  leads  to  an  overall  sum- 
mary rating.  It  is  on  this  rating  that  the  vendors  have  been  ranked  for  pur- 
poses of  their  potential  as  acquisition  candidates. 

B  

Vendor  Assessments 

1.  Applied  Learning  (ALI) — INPUT  Assessment 
a.  Quantitative 

Applied  Learning's  revenues  for  1992,  at  approximately  $35  million,  repre- 
sent some  1.3%  of  the  overall  open  sector  market  for  IT  training  in  Europe 
(measured  by  INPUT  at  $2,650  million).  In  terms  of  the  independent  services 
company  sector  (i.e.,  excluding  the  equipment  vendors)  the  percentage  is  of 
course  higher — at  just  over  3%.  Whichever  way  you  look  at  it,  ALI's  growth 
has  suffered  a  severe  check  over  the  last  two  to  three  years  due  to: 

•  Slowdown  in  the  market  for  the  traditional  training  products  in  which  ALI 
specialised 

•  Consequent  restructuring  of  the  ALI  revenue,  base  which  is  still  based 
largely  upon  rental 

•  Recessionary  effects  causing  less  training  to  be  undertaken  in  its  principal 
European  market  in  the  U.K. 
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ALI  has  responded  to  this  series  of  challenges,  or  threats,  by  closely  examin- 
ing its  operations  with  a  view  to  reorienting  its  product  portfolio  to  match 
future  user  requirements  more  closely.  Hence  its  recent  adoption  of  a  strategy 
which  includes  warm  body  training  and  consultancy  as  well  as  its  historical 
group  of  technology-based  training  products.  The  speed  with  which  it  has 
moved  to  make  such  a  radical  shift  in  emphasis  has  been  exemplary,  but  none 
the  less  too  slow  for  current  market  conditions.  First  indications  of  the  group 
being  in  trouble  were  detected  by  INPUT  in  1991.  Nevertheless,  it  appears  to 
be  moving  faster  than  some  of  its  competitors  which  are  not  so  reliant  on 
training  as  a  single  revenue  stream.  It  is  still  too  early  to  say  whether  ALI  has 
protected  its  future  in  the  long  term.  INPUT  expects  the  company  to  continue 
to  suffer  from  declining  revenue  for  at  least  another  year. 

b.  Qualitative 

The  range  of  products  marketed  by  ALI  make  a  good  fit  with  those  of  IBM  in 
that: 

•  ALI  has  a  track  record  of  selling  products  rather  than  services  into  central  IT 
sites 

•  It  possesses  expertise  in  the  advanced  training  technologies  needed  to 
support  in-house  training  systems  with  products  suitable  for  self-training. 

The  ALI  offering  overlaps  with  IBM's  current  offerings  in  a  number  of 
respects: 

•  The  majority  of  the  courseware  is  aimed  at  IT  professional  users 

•  Where  ALI  has  moved  into  adjacent  sectors  associated  with,  for  example, 
personal  development  or  management  training,  IBM  has  already  preceded  it 
into  these  areas. 

In  terms  of  marketing  its  training  products,  ALI  is  in  some  ways  still  trying  to 
acquire  the  marketing  skills  which  other  vendors  have  been  practising  for  a 
decade  or  two,  ie.  the  direct  marketing  techniques  using  mailshots  and 
telesales.  INPUT  is  of  the  opinion,  therefore,  that  the  main  benefit  to  IBM  of 
an  alliance  with,  or  the  acquisition  of,  ALI  would  be  that  of  gaining  more 
market  share  in  its  existing  IT  training  sectors.  The  acceptability  of  an  offer 
from  IBM  would  be  determined  by  how  the  alliance/merger/acquisition  was 
perceived  in  terms  of  the  US  market.  Since  the  company  is  part  of  a  larger 
group,  whose  main  thrust  is  in  the  training  field,  any  offer  would  have  to  take 
into  account  the  other  related  parts  of  the  organisation,  and  it  would  probably 
be  an  'all  or  nothing'  situation. 
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2.  BIS— INPUT  Assessment 

a.  Quantitative 

The  BIS  training  operation  is  part  of  the  Information  Systems  division  which 
covers  consulting,  solutions  and  operations,  as  well  as  training.  The  division 
was  responsible  for  some  $50  milHon  of  revenues  in  1992,  mainly  in  the  UK 
market,  and  training  accounts  for  under  20%  of  this  total  or  under  $10  million. 
As  such  it  represents  less  than  0.4%  of  the  European  market  but  as  much  as 
2.5%  of  the  UK  market.  The  department  has  in  recent  years  been  experienc- 
ing littie  growth,  with  a  ceiling  of  some  9,000  delegates  per  year  having  been 
reached  around  1990. 

b.  Qualitative 

BIS  claims  a  key  consulting  strength  to  be  its  expertise  in  change  manage- 
ment, and  training  is  regarded  as  an  enabling  tool  to  this  end.  Also  BIS  has  a 
long  record  in  the  training  area  dating  back  to  the  time  when  it  was  a  privately 
owned  organisation  and  obviously  values  its  training  capability  as  a  means  of 
maintaining  its  own  high  skill  levels  in  the  face  of  a  fast  changing  market. 
The  company  has  won  a  recent  award  for  the  quality  of  its  training  as  an 
adjunct  to  its  overall  business.  Therefore  for  both  external  and  internal  rea- 
sons, training  at  BIS  will  not  be  valued  purely  as  a  free-standing  line  of 
business. 

BIS  is  known  to  be  trying  to  sell  other  parts  of  its  operations,  but  INPUT'S 
opinion  is  that  it  would  be  difficult  to  dislodge  the  training  function  from  the 
other  parts  of  the  organisation.  INPUT  does  not  rate  this  company  highly  as 
an  acquisition  prospect,  although  it  could  be  a  useful  ally  in  entering  new, 
advanced  or  experimental  training  markets,  if  the  costs  could  be  equitably 
shared. 

3.  Cap  Sesa  Formation — INPUT  Assessment 
a.  Quantitative 

Cap  Sesa  Formation  accounts  for  approximately  2.5%  of  the  French  external 
IT  training  market,  i.e.,  for  public  and  in-house  customised  courses.  The 
parent  company  in  France,  the  Cap  Sesa  group,  also  undertakes  as  pan  of  its 
professional  services  project  work  many  training  activities  which  are  what 
INPUT  calls  the  bundled  training  sector.  These  training  aspects  of  projects 
are  measured  as  part  of  the  Professional  Services  sector.  In  practice  Cap  Sesa 
has  been  particularly  strong  in  this  type  of  activity  in  the  past,  but  for  a  num- 
ber of  reasons  is  finding  that  it  is  at  a  cross-roads  now: 

•  Client/server  architectures  are  calling  into  question  the  role  of  the  classical 
development  methodologies,  which  at  Cap  Sesa  have  also  been  used  to 
develop  training  programmes  for  users 

•  Users  cannot  see  the  way  ahead  in  how  they  should  apply  the  new  technolo- 
gies to  their  businesses  and  are,  therefore,  reluctant  to  commission  projects 
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•  Cap  Sesa  itself  admits  to  some  bewilderment  as  to  how  it  should  proceed  in 
the  training  area,  particularly  in  terms  of  how  services  should  be  marketed, 
ie.  whether  through  a  consulting  approach  or  through  the  traditional  cata- 
logue with  telephone  follow-up  or  with  what  split  between  these  two  meth-  . 
ods. 

For  this  reason  INPUT  does  not  see  much  immediate  growth  in  the  Cap  Sesa 
training  services  revenues.  The  second  side  of  the  Cap  Sesa  training  activity 
is  the  high-level  seminar/conference  business  which  is  marketed  in  France 
under  the  banner  of  the  Cap  Sesa  Institute.  This  is  the  French  analogue  of  the 
Cap  Gemini  Institute  in  the  U.K.  The  seminars  are  mainly  run  with  the  help 
of  external  speakers,  who  are  experts  in  their  own  particular  fields.  This 
business  has  up  to  now  been  more  sheltered  from  recessionary  pressures  but  is 
now  starting  to  feel  the  weakness  of  the  market  too. 

b.  Qualitative 

Training  is  essentially  a  secondary  revenue  stream  within  Cap  Sesa,  although 
it  remains  a  source  of  company  prestige.  It  is  integrated  into  the  company's 
core  activities  in  two  senses: 

•  As  a  standalone  revenue  generator 

•  Increasingly,  it  is  being  seen  as  a  key  enabler: 

-  Giving  users  access  to  new  expertise  and  skills,  and 

-  Providing  the  company  with  an  entree  into  new  'business  transformation' 
projects,  some  of  which  might  be  completely  devoted  to  training,  while  in 
others  training  remained  but  a  moderate  proportion  by  value. 

The  portfolio  of  training  products  and  services  marketed  by  Cap  Sesa  would 
supplement  rather  than  complement  IBM's  own  offerings,  since  there  is  a  high 
degree  of  overlap  in  course  contents  and  target  audiences.  The  main  new 
product  area  which  Cap  Sesa  would  bring  to  the  table  would  be  a  set  of  well- 
regarded  courses  for  training  users  in  the  hardware  and  software  products  of 
Digital  Equipment. 

For  the  above  reasons  INPUT  does  not  see  Cap  Sesa  as  a  strong  acquisition 
candidate,  but  believes  that  alliances  involving  a  less  dramatic  kind  of  change 
in  relationship  could  well  benefit  both  parties. 

4.  CEGOS— INPUT  Assessment 
a.  Quantitative 

With  group  training  revenues  in  1992  of  over  $95  million  (out  of  a  total  group 
revenue  of  over  $120  million),  CEGOS  is  the  largest  training  vendor  in  our 
current  sample.  We  hasten  to  add  that  CEGOS  operates  across  a  wide  spec- 
trum of  training  activities,  with  IT  training  forming  only  about  a  sixth  of  the 
revenue  at  most,  ie.  not  more  than  $16  million  at  this  stage.  This  fact  does  not 
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in  any  way  prejudice  us  against  them.  In  numeric  terms,  CEGOS  holds  a 
mere  0.4%  market  share  of  the  overall  European  market  for  courses  and 
seminars  provided  by  external  vendors.  Its  equivalent  share  of  the  IT  training 
market  is  0.6%  at  the  European  level,  rising  to  a  full  2%  in  its  domestic 
market  in  France. 

CEGOS  started  life  as  a  consultancy  operation  founded  by  prominent  French 
organisations;  training  is  an  activity  into  which  it  became  drawn  at  a  later 
stage.  Since  training  now  accounts  for  over  75%  of  its  revenues,  its  depen- 
dence on  this  area  is  becoming  too  strong.  With  the  training  market  requiring 
more  of  a  consulting  approach,  this  trend  needs  to  be  reversed.  In  our  inter- 
view, we  found  that  the  company  is  still  unclear  on  what  its  strategy  should 
be. 

b.  Qualitative 

Apart  from  MCE,  CEGOS  from  among  our  sample  of  companies  would  offer 
IBM  the  greatest  element  of  new  business,  were  it  to  be  acquired.  Over  80% 
of  its  training  activity  is  pursued  outside  the  strict  confines  of  the  IT  training 
sector.  In  confirmation  of  our  earlier  findings  in  the  previous  project  for  IBM 
when  INPUT  was  looking  at  the  overall  European  training  market,  CEGOS 
affirms  some  of  the  differences  between  the  IT  sector  and  the  general  mar- 
ket— for  example,  the  relative  importance  of  in-house  and  public  courses  in 
each  arena.  CEGOS  would  'bring  to  the  table'  a  long  track  record  in  working 
across  a  number  of  training  sectors. 

The  most  significant  factors  in  considering  CEGOS  as  an  acquisition  prospect 
is  its  unusual  equity  structure  and  its  legal  status: 

•  A  majority  of  its  equity  (52%)  is  owned  by  a  large  group  of  staff  with 
individual  shareholdings 

•  CEGOS  is  now  constituted  as  a  non-profit  organisation  and  its  French 
industry  stakeholders  will  require  some  persuading  that  this  should  be 
radically  changed,  always  assuming  that  they  are  satisfied  with  CEGOS' 
growth  and  profit  potential. 

5.  Finsiel — INPUT  Assessment 
a.  Quantitative 

Finsiel  is  the  leading  non-manufacturer,  or  independent,  among  the  Italian 
computer  services  companies.  Its  external  market  training  revenues  in  1991, 
excluding  any  special  training  projects,  were  around  Lire  7  Billion,  or  $5.7 
million.  This  figure  represents  under  1%  of  Finsiel's  equivalent  open  market 
revenues  in  Italy. 

Counting  internal  training  and  training  projects  would  give  a  figure  closer  to 
Lire  20  Billion  or  $16.2  million,  which  is  just  under  2%  of  the  equivalent  IT 
training  expenditures  in  Italy. 
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be  Qualitative 

The  Finsiel  Education  &  Training  activity  has  the  internal  role  as  its  current 
key  priority,  since  the  group  is  undergoing  this  fundamental  change  from 
public  sector  to  private  enterprise.  As  such  it  does  not  hold  a  large  market 
share  nor  large  user  base  for  an  acquirer  to  obtain.  Nevertheless  the  training 
function  in  Finsiel  is  unusual  in  two  ways: 

•  It  has  the  capability  to  undertake  large  training  development  contracts 

•  Its  managers  understand,  at  least  in  theory,  the  connection  between  training 
and  business  transformation/business  re-engineering. 

INPUT  believes  that  Finsiel  would  potentially  be  a  good  partner  with  which 
IBM  could  work  to  develop  its  training  activities  in  Italy.  We  feel  sure  that 
there  must  be  room  for  fruitful  discussions  and  that  Finsiel  would  be  a  willing 
party  to  any  initial  approach. 

INPUT  places  Finsiel  in  the  second  group  of  companies  out  of  the  1 1  being 
interviewed,  ie»  in  the  group  of  companies  which  possess  good  training  capa- 
bilities, but  do  not  see  Education  &  Training  as  a  strategic  line  of  business. 

6.  Integrata  AG — INPUT  Assessment 
a.  Quantitative 

Integrata  has  grown  steadily  over  the  last  few  years  and  now  holds  some  1% 
to  1.5%  of  the  German  IS  training  market.  Considered  a  participant  in  the 
German  IS  professional  services  market,  it  has  a  somewhat  lower  market 
share.  Its  continued  growth  as  a  professional  services  house  with  a  balanced 
and  integrated  services  portfolio  is  likely  to  be  above  average  for  its  German 
peers.  INPUT  attributes  this  future  success  to  the  policy  of  fostering  true 
synergy  between  the  different  parts  of  its  services  portfolio. 

In  1992  Integrata  group  made  a  profit  of  between  DM  2  milUon  and  DM  3 
million.  As  a  profit  on  revenues  earned,  this  figure  is  within  the  group's  target 
band  for  people-based  companies  of  this  kind,  which  Integrata  perceives  as 
ranging  normally  from  1%  to  5%  per  annum.  A  rather  better  figure  is  ob- 
tained by  considering  the  return  on  shareholders'  investment  (ROI),  which  is 
between  40%  and  60%.  However,  as  seen  from  the  point  of  view  of  an 
acquirer,  the  difference  between  these  two  figures  is  in  the  wrong  direction.  A 
small  return  on  revenue  is  unattractive  from  the  investment  angle;  a  high 
retum  on  assets  is  a  strong  incentive  for  the  existing  owners  to  hold  on  to  their 
present  stakes. 

Viewed  as  a  growth  opportunity  investment,  Integrata  is  moderately  attractive, 
requiring  patience  and  a  sympathetic  management  policy  from  any  future 
large  stakeholder. 
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b.  Qualitative 

The  Integrata  management  style  is  typically  modem  in  its  endeavour  to  find  a 
bridge  between  the  built-in  conflicts  of  the  present-day  work-place.  The 
solution  chosen  by  the  management  of  this  company  rests  upon  seeking  the 
human  dimension  which  will  satisfy  all  of  the  currently  interested  parties 
(customers,  shareholders,  business  partners  and  employees),  while  at  the  same 
time  building  a  platform  for  others  who  might  in  the  course  of  time  become 
also  officially  interested  parties  (the  local  and  wider  communities). 

The  key  to  this  type  of  management  is  not  so  much  to  ignore  the  more  con- 
flicting aspects  as  to  stress  the  aspects  of  co-operation,  interdependence  and 
partnership  which  are  necessary  to  keep  any  business  afloat  through  'the  lean 
as  well  as  the  fat  years'.  INPUT  expects  that  more  businesses  will  have  to 
adopt  this  management  style  as  a  substitute  for  the  lost  dynamic  represented  in 
the  past  four  decades  by  growth,  whether  organic  or  through  acquisition.  In  a 
period  of  low  natural  growth,  requiring  very  careful  control  of  costs  and 
profitability,  this  style  offers  good  prospects  for  survival  and  prosperity.  At 
the  present  time  it  appears  to  have  evolved  within  the  framework  of  the 
German  economy  and  culture.  In  other  European  countries  it  is  still  a  rarity: 

7.  Learning  Tree  International — INPUT  Assessment 

a.  Quantitative 

Learning  Tree  earned  around  $25  million  in  its  1992  European  operations, 
which  is  just  under  half  of  its  worldwide  revenues.  Since  its  courses  are  all 
classed  as  lying  within  the  pure  IT  training  sector,  it  has  a  market  share  in 
Europe  of  just  under  1%.  In  terms  of  its  chosen  top-end  sector,  it  could  be 
shown  to  have  a  more  significant  share.  When  compared  with  its  other  U.S. 
rival.  Applied  Learning,  it  appears  to  have  so  far  weathered  the  recession 
better,  because  of  its  focus  on  advanced  courses,  such  as  networking.  How- 
ever, INPUT  does  not  expect  it  to  grow  significantiy  in  the  next  two  to  three 
years. 

b.  Qualitative 

Learning  Tree  has  built  up  an  enviable  reputation  in  the  course  of  its  almost 
20  year  history  through  its  claimed  strengths  of: 

•  Investing  in  course  development 

•  Instructor  selection  and  retention 

•  Total  quality  of  operations. 

The  company's  quite  narrow  portfolio  overlaps  with  IBM's  current  offerings 
in  two  respects: 

•  The  courses  it  offers  are  similar  to  some  of  the  advanced  courses  given  at  a 
European  level  at  La  Hulpe 
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•  Like  IBM  it  favours  the  workshop  approach,  where  the  learning  process  is 
backed  up  by  significant  computing  power  to  assist  the  students  in  a  hands- 
on  manner. 

An  area  of  difference  between  the  two  companies  is  that  Learning  Tree's  user 
base  started  out  with  a  significant  bias  towards  the  engineering  professional. 
IBM's  on  the  other  hand  has  always  been  more  heavily  inclined  towards  the 
normal  commercial  IS  professional. 

In  terms  of  customer  overlap,  both  companies  are  now  targeting  the  top  1000 
companies  in  Europe. 

Approaches  to  this  company  for  the  purpose  of  furthering  any  alliance  or 
acquisition  negotiations  would  have  to  be  made  to  the  US  principals,  where 
the  major  decision  making  power  lies. 

8.  Management  Centre  Europe  (MCE) — INPUT  Assessment 

a.  Quantitative 

With  European  revenues  of  around  $26  million  in  1992,  MCE  has  a  0.1% 
market  share  of  the  total  external  expenditure  on  training  in  Europe.  In  the 
narrower  market  sector,  within  which  it  positions  itself,  for  top-end  seminars 
and  conferences  it  has  a  larger  but  still  very  small  share  of  0.4%.  The  con- 
tinuing growth  prospects  for  this  firm  are,  in  INPUT'S  opinion,  good  and  this 
is  due  to  the  trend  toward  flatter  corporate  organisation  structures.  This 
causes  managers  in  business  units  to  require  a  wider  set  of  skills  in  order  to 
survive  when  central  support  has  been  removed.  MCE  has  positioned  itself  to 
provide  the  type  of  multi-disciplinary  training  to  fill  this  gap. 

b.  Qualitative 

MCE  would  make  an  ideal  acquisition  candidate  for  IBM,  because  of  the  self- 
contained  and  highly  professional  nature  of  its  culture.  The  organisation  is  at 
this  time  feeling  the  strain  of  pursuing  its  chosen  sector,  which  is  highly 
specialised  and  dependent  upon  the  recruitment,  motivation  and  management 
of  staff  from  a  wide  range  of  backgrounds.  IBM  could  bring  to  the  table  a 
significant  amount  of  financial  muscle.  The  obstacles  and  dangers  likely  to  be 
perceived  within  the  MCE  organisation  are: 

•  Would  the  IBM  culture  swamp  that  of  the  acquired  body  with  too  much 
'bureaucracy'? 

•  Can  such  a  merger  be  achieved  on  a  purely  European  level? 

•  Can  we  retain  our  not-for-profit  status? 
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9.  SLIGOS— INPUT  Assessment 

a.  Quantitative 

SLIGOS'  estimated  training  revenues  in  Europe  are  the  smallest  of  any  com- 
pany in  the  sample.  The  significance  of  training  within  the  group,  as  seen 
from  the  outside,  is  minimised  by  being  split  between  four  different  centres. 
All  revenues  from  training  are  in  the  IT  Training  sector,  and  the  $4  million 
estimated  is  less  than  0.2%  of  the  market  in  Europe. 

Growth  prospects  for  SLIGOS,  however,  look  good.  The  group  was  ranked 
10th  in  Caput's  1992  list  of  the  Top  10  independent  European  services 
companies.  (This  was  down  from  its  position  of  7th  in  the  1991  ranking,  but 
purely  because  some  of  SLIGOS'  revenues,  that  part  associated  with  the 
production  of  credit  cards,  was  re-assigned  outside  the  IT  industry  and  into  the 
Manufacturing  sector.)  The  group  lies  18th  in  the  ranking,  which  includes 
both  equipment  suppliers  and  the  independents. 

b.  Qualitative 

Although  the  company  has  in  the  past  been  noted  for  the  quality  of  its  man- 
agement and  strategy,  it  is  beginning  to  look  more  like  a  candidate  for  merger 
or  acquisition  as  larger  and  more  powerful  groups  emerge  at  the  top  of  the 
ranking  table.  From  a  purely  training  standpoint,  SLIGOS  is  of  little  interest 
to  IBM.  As  a  total  acquisition  it  could  prove  very  attractive,  always  assuming 
its  major  shareholder,  the  Credit  Lyonnais,  and  the  French  Administration 
could  be  induced  to  accept  its  passing  into  the  ownership  of  a  foreign-owned 
multi-national.  This  might  not  be  any  more  difficult  than  trying  to  acquire  a 
group  like  CGI,  which  was  given  a  shareholding  structure  at  the  time  of  its 
management  buy-out  that  was  intended  to  be  takeover-proof. 

10.  Volmac— INPUT  Assessment 
a.  Quantitative 

Volmac's  potential  must  now  be  assessed  in  the  light  of  the  intended  (now 
implemented)  merger  of  interests  between  the  group  and  Cap  Gemini's  other 
operations  in  the  Benelux  countries  (chiefly  Cap  Pandata  in  the  Netherlands 
training  area).  As  from  April  1993  the  training  revenues,  from  all  types  of 
training,  have  risen  by  65%  if  one  takes  into  account  the  revenues  of  Pandata 
for  the  first  time  in  1992.  With  almost  $32  million,  the  Dutch  company  now 
holds  1.2%  of  the  European  market  and  almost  twice  that  share  in  the  inde- 
pendent sector. 

Although  growth  in  Volmac's  training  operations  has  levelled  off  in  recent 
years,  there  is  a  strong  future  inherent  in  the  innovative  techniques  used  in  the 
professional  training  activity  pursued  by  the  Top  Training  department  within 
Volmac.  The  emphasis  here  is  put  upon  a  personal  interactive  learning  pro- 
cess with  student,  computer-based  courseware  and  a  coach  or  tutor  acting,  or 
interacting,  as  a  team  to  achieve  formalised  training  objectives. 
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b.  Qualitative 

In  common  with  the  training  operations  of  some  other  companies  in  this 
project  sample,  the  more  unique  elements  in  the  Volmac  offering  have 
evolved  in  response  to  the  internal  requirements  of  the  projects  being  under- 
taken for  the  client  base.  This  puts  a  question  mark  over  the  willingness  of 
these  companies  to  part  with  operations,  which  have  already  cost  a  lot  of 
management  effort  to  perfect  to  their  current  state.  In  Volmac 's  case,  one  is 
reminded  of: 

•  The  BIS  situation,  where  integration  and  benefit  from  that  integration  could 
become  important  issues  in  any  bid  position 

•  The  Cap  Sesa  situation,  where  just  being  part  of  a  large  group  could  make  it 
difficult  to  persuade  the  other  party  to  negotiate. 

Having  said  that,  it  is  clear  that  Volmac  is  a  well-run  training  operation,  and 
the  only  other  thing  on  the  negative  side  could  be  the  compatibility  of  the 
methodologies  practised  with  any  other  methodologies  already  present  in 
IBM's  training  products/services.  This  is  the  issue  of  product  overlap,  com- 
patibility and  synergy.  This  must  be  examined  closely,  of  course,  when 
considering  any  of  the  firms  in  the  current  sample.  INPUT  is  emphasising  it 
particularly  at  this  point  because  the  people-dependent  elements  of  an  opera- 
tion like  Volmac 's  stand  out  more  clearly  than  those  of  a  more  standard  type 
of  training  services  unit. 

11.  Wilson  Learning — INPUT  Assessment 

a.  Quantitative 

Wilson  Learning  is  small  and  underdeveloped  in  Europe.  It  has  begun  to 
realise  that  it  has  potential,  but  it  remains  an  issue  whether  it  could  make  the 
transition  from  a  small  niche  player  with  a  global  reach,  into  a  significant 
force,  known  outside  its  current  narrow  market  sector.  Certainly  it  would 
need  to  retain  its  company  culture  if  acquired,  and  at  its  present  size  it  could 
be  very  vulnerable  to  heavy-handed  new  management  which  may  not  see  the 
benefit  of  retaining  separate  brand  identity. 

In  global  terms,  Wilson  Learning  should  be  considered  a  significant  player  in 
the  Management  Training  and  Personal  Development  sectors,  with  some  1% 
of  the  world  market. 

b.  Qualitative 

A  key  characteristic  of  this  company  is  the  use  of  'distributors'  as  marketers 
and  providers  of  the  products  and  services  offered.  It  has  something  of  the 
franchise  operation  about  its  style.  This  means  that  its  success  is  somewhat 
dependent  upon  the  links  between  the  management  and  these  outworkers.  To 
this  extent  it  is  similar  to  MCE. 
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The  company's  product/service  portfolio  and  its  planned  further  use  of  multi- 
media technology  both  make  it  complementary  to  IBM's  current  stance. 
INPUT  favours  an  approach  to  the  firm  with  a  view  to  establishing  whether  it 
would  be  serious  in  desiring  a  closer  link  with  IBM.  It  is  our  opinion  that  it  is 
essential  that  IBM's  new  management  style  incorporates  the  capability  of 
running  operations  such  as  Wilson  Learning.  At  least  attempting  this  with 
Wilson  would  establish  it  clearly  in  the  corporate  mind  of  IBM  that  this  must 
be  a  key  strategic  component  of  its  'new  face'.  This  is  a  clear  challenge  to 
shed  the  attribute  of  being  a  monolith,  while  retaining  the  many  superior 
qualities  of  the  IBM  brand. 


c  

Conclusions 

A  number  of  important  statistics  were  extracted  from  the  information  on  each 
vendor  available  to  us  at  the  report  preparation  stage.  Where  figures  were  not 
available  from  the  vendor  directly,  the  numbers  used  are  INPUT  estimates  or 
were  left  marked  as  not  known.  The  only  non-numeric  item  added  to  this  set 
of  information  was  a  note  of  the  principal  product  approach  taken  to  the 
market  by  each  of  the  vendors. 

To  these  data  was  then  added  an  evaluation  of  what  each  vendor's  training 
revenues  were  likely  to  be  in  1994,  based  on  their  individual  prospects  and  the 
potential  for  growth  in  their  chosen  sectors.  The  vendors,  as  is  shown  in 
Exhibit  n-1,  were  then  ranked  in  terms  of  their  actual  training  revenues  in 
1992.  This  is  therefore  effectively  a  ranking  in  terms  of  the  potential  for 
revenue  growth  available  to  IBM  through  acquisition  from  this  group  of 
vendors. 

The  specialist  vendors  appear  mainly  towards  the  top  of  the  table  (four  out  of 
the  top  five  are  in  this  category).  Revenues  in  1992  differed  by  an  order  of 
magnitude  from  the  top  to  the  bottom  of  the  table. 

Profitability,  which  was  taken  or  derived  as  profit  after  overheads  and  local 
taxes,  ranged  from  -5%  to  just  over  +5%.  The  non-profit  MCE  was  not  given 
a  figure  here. 

Training  staff  are  split  roughly  2  :  1  between  part-time  and  full-time  people. 
Since  our  figure  for  full-time  staff  includes  administrative  and  registration 
staff,  this  indicates  how  necessary  it  is  to  ensure  that  teaching  members  are 
kept  up  to  date  by  having  a  regular  non-training  function,  eg.  in  project  or 
development  work. 

The  "warm-body"  training  service  method  of  imparting  knowledge  and 
expertise  is  still  favoured  by  a  majority  of  the  vendors  interviewed.  Technol- 
ogy based  training  is  clearly  a  minority  approach  in  terms  of  it  being  a 
vendor's  principal  thrust. 
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Exhibit  n-2  is  a  table  which  ranks  the  vendors  in  a  different  way  from  the 
previous  table.  It  creates  out  of  a  number  of  qualitative  assessment  factors, 
whose  evaluations  were  made  by  INPUT,  an  overall  rating  upon  which  the 
vendors  have  been  ranked,  with  the  highest  score  appearing  at  the  top  of  the 
table,  ie.  in  descending  order  of  'merit'.  This  table  represents  INPUT'S  rating 
according  to  three  factors: 

•  How  much  the  vendor's  product  or  service  portfolio  overlaps  with  that  of 
IBM,  indicating  an  increase  in  capability  but  maybe  also  a  need  to 
rationalise 

•  How  much  the  vendor's  product  and  services  portfolio  went  beyond  what 
IBM  is  currently  offering 

•  How  good  a  fit  the  vendor  was  likely  to  be  within  an  extended  IBM  group  of 
training  services? 

This  third  assessment  is  itself  an  amalgam  of  a  number  of  'feelings'  about 
each  vendor: 

•  Would  the  company  want  to  be  acquired,  or  want  to  work  with  IBM 

•  What  does  it  bring  to  the  negotiating  table  in  terms  of  reputation,  manage- 
ment and  strategy 

•  How  capable  is  IBM  likely  to  be  to  'absorb'  the  vendor  as  an  entity  without 
destroying  its  key  qualities  of  people  and  culture? 

This  last  point  needs  to  be  emphasised.  It  is  INPUT'S  belief  that  IBM  must 
adopt  a  much  more  flexible  or  even  'multi -cultural'  approach  to  its  alliances 
and  acquisitions  in  this  field. 

The  algorithm  used  to  derive  the  Overall  Rating  allocated  5  (out  of  20)  points 
to  the  first  factor  -  "supplementarity"  of  portfolio;  10  points  (out  of  20)  for 
"complementarity",  on  the  basis  that  this  is  a  more  valuable  commodity  to 
acquire;  and  another  5  points  for  Goodness  of  fit  aspects.  The  'Goodness  of 
fit'  points  were  scored  as  follows: 


•  Good  scores  5  points 

•  Good/Difficult  =  4 

•  Moderate  =  3 

•  Poor  =  2 

•  Difficult  =  1 


The  ranking  obtained  using  this  method  is  different  but  not  wildly  different 
from  the  'revenues  only'  ranking,  shown  in  Exhibit  II- 1.  Three  out  of  the  top 
five  companies  occur  in  both  lists,  though  not  in  exactly  the  same  order.  The 
main  casualty  is  CEGOS  and  this  is  because  of  its  ownership  structure.  The 
main  beneficiary  is  Wilson  Learning,  where  the  usefulness  of  its  portfolio 
outweighs  its  currently  small  size  in  Europe. 
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EXHIBIT  11-2 
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Vendor  Profiles 


Introduction 


The  profiles  of  the  eleven  vendors  interviewed  are  contained  in  this  chapter 
and  are  sequenced  according  to  alphabetical  order. 


B 


Profiles 


Each  profile  is  formatted  as  a  self-contained  set  of  pages  using  a  standard 
format  common  to  all  INPUT'S  profiles  of  vendors. 
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COMPANY  PROFILE 


APPLIED  LEARNING  Company  Status:  Subsidiary  of  NEC 

INTERNATIONAL  Chairman: 

1  Hogarth  Business  Park  Chief  Exec:  Mr.  John  A.  Kirkham 

Burlington  Lane,  Chiswick  Executive  Vice  President,  International 

London  W4  2TJ  Operations 

United  Kingdom  Employees:  150  in  Europe 

Phone:  081-994-4404  Revenue  (FYE  31-12-92)  $35m 

Fax:  081  -994-561 1  Shareholders:  NEC 


The  Parent  Group     Applied  Learning  International  (Applied  Learning)  is  a  wholly 

owned  subsidiary  of  National  Education  Corporation  (NEC)  of 
California,  USA,  and  operates  as  part  of  the  National  Education 
Training  Group  (NETG). 

NETG  is  NEC's  largest  activity;  other  divisions  include: 

•  International  Correspondence  Schools  (ICS). 

•  Steck-Vaughin;  an  educational  publisher 
'  Vocational  schools 

A  summary  of  the  financial  results  of  the  parent  company,  NEC,  is 
provided  in  Exhibit  1. 


Exhibit  1 


National  Education  Co 
Worldwide  Five-Year  Financia 

rporation 
Summarv  \ 

f$  M) 

YEAR 

1989 

1990 

1991 

1992 

1993 
(Budget) 

Net 

Revenues 

400.8 

371.4 

Income  (Loss) 

(29) 

(14.9) 

Headcount 

5,000 

April  1993 
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NEC  employs  5,000  people  in  total.  It  is  listed  on  the  New  York 
Stock  Exchange;  the  stock  is  a  Capital  Growth  Fund  whereby  all 
profits  are  reinvested  back  into  the  company. 


Deltak  was  the  name  of  one  of  the  two  companies  merged  in  1987, 
the  other  being  Advanced  Systems  Inc.  The  current  Deltak  portfolio 
of  products  is  mainly  developed  in  the  USA  (80%)  with  the 
remainder  being  developed  under  the  control  of  Applied  Learning. 

The  Deltak  offering  is  claimed  to  be  the  most  extensive  in  the 
world.  Clients  have  access  to  over  1200  multimedia  courses  and 
20,000  hours  of  training  in  five  main  areas: 

•  IT  Management 

•  Technical  Skills  for  IT  Professionals 

•  End  User  Computing 

•  HR  Development 

•  Manufacturing. 

NETG  has  a  joint  venture  activity  with  James  Martin.  In  this 
("James  Martin  Insight")  the  Advanced  Technologies  Curriculum  is 
being  developed,  with  corresponding  materials,  to  tackle  the 
problems  of  reskilling  the  IT  professional  for  the  1990s  to  meet  the 
changed  circumstances  of  such  things  as  client/server  architectures. 

Applied  Learning 

AppHed  Learning  is  responsible  for  the  NETG  line  of  business 
outside  North  America.  It  operates  through  subsidiaries  in  some 
European  countries,  through  agents  and  distributors  elsewhere  in 
Europe  and  in  some  15  other  countries  throughout  the  world. 

Exhibit  2  lists  Applied  Learning's  Principal  Officers. 

Exhibit  2 


Applied  Learning  Principal  Officers 


NAME 

TITLE 

John  Kirkham 

Managing  Director 
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Exhibit  3  shows  the  coverage  of  European  countries  by  Applied 
Learning. 

Exhibit  3 


Applied  Learning  European  Coverage 


COUNTRY 

REPRESENTED  BY 

Belgium 

Ireland 

Luxemburg 

Applied  Learning 

Netherlands 

United  Kingdom 

Austria 

Applied  Learning 

Germany 

German  subsidiary 

Switzerland 

Denmark 

Finland 

Sweden 

Distributors 

Non/vay 

Exhibit  4  shows  AppHed  Learning's  financial  summary  and 
geographical  analysis. 

Exhibit  4 


Five-Year 


Analysis  ($  M) 


YEAR 

1989 

1990 

1991 

1992 

1993 
(Budgei 

Net 

Revenues 

43.1 

44.6 

40 

36 

38 

Income  (Loss) 

N.K. 

N.K. 

N.K. 

N.K. 

Annual  Growth  (PERCENT) 

6 

4 

-10 

-10 

6 

Revenue  analysis 
Applied  Learning  UK 

77% 

71% 

74% 

71% 

72% 

Applied  Learning  Germany 

20% 

25% 

23% 

26% 

25% 

European  Distributors 

3% 

4% 

3% 

3% 

4% 

Western  Europe 

100% 

100% 

100% 

100% 

100% 

April  1993 


Page  3  of  10 


APPLIED  LEARNING  INTERNATIONAL 


INPUT 


The  Gennan  subsidiary  sells  products  in  the  German  language, 
including  a  very  successful  range  of  CD  ROM  products  on  SAP 
Software.  Products  are  not  sold  in  France,  Italy  or  Spain  because  of 
language  problems.  IV  proved  difficult  to  translate.  New  CD  ROM 
(digital  and  object  based)  products  allow  easier  translation  and 
when  the  new  range  is  available  Applied  Learning  will  appoint  new 
distributors  in  Italy  and  elsewhere. 

Applied  Learning  Activities 

Activities  of  Applied  Learning  include: 

"   Marketing  multimedia  courses 

•  Some  development  and  acquisition  of  products  to  meet  local 
needs 

'  Training  consultancy 

•  Live  training. 
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Training  Offerings 

Applied  Learning  boasts  a  large  portfolio,  with  many  products 
appropriate  to  different  learning  environments.  The  training 
provided  focuses  on  a  number  of  key  areas. 

The  following  are  the  categories  used  by  Applied  Learning  in  the 
context  of  its  future  plans. 

•   IT  Architecture 
Client/Server 
Server  Platforms 
Networking 
New  Technologies 


•  Application  Development 

Tools  and  Techniques 
Server  Based  Development 
Management  and  Control 

•  Enduser  and  Workgroups 

Desktop  Systems 

AppHcations 

Work  Group  Computing 

•  Legacy  Systems 

Mainframe  Operating  Systems 

Programming 

Database 

Telecommunications 

•  Personal  and  Business  Skills 

Process  Re-engineering 
Quality  Management 
Empowerment 
Performance 

•  Manufacturing/Industrial 

Computer  Integrated  Manufacturing 
Just-In-Time 

Enterprise  Requirements  Planning 
Industrial  Skills 


April  1993 
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Exhibit  5  shows  the  total  revenue  by  subject  area. 
Exhibit  5 


Applied  Learning 
Analysis  of  1992  Revenue  by  Subject  Area 


SUBJECT 

$  MILLIONS 

IT  Architecture 

7 

Application  Development 

8 

Enduser  and  Workgroups 

6 

Legacy  Systenns 

7 

Personal  and  Business  Skills 

6 

Manufacturing/Industrial 

1 

Commentary  . 

Training  the  information  professional  is  the  core  activity  of  Applied 
Learning  and  accounts  for  about  60%  of  its  business  in  Western 
Europe.  However,  the  emphasis  on  mainframes  is  giving  way  to  the 
skills  demanded  by  newer  approaches  to  systems  development. 
Here  the  joint  venture  with  James  Martin  represents  a  significant 
development. 

In  general  the  IT  programmes:- 

•  Focus  on  both  proprietary  and  open  systems 

•  Provide  for  the  skill  needs  of  analysts,  programmers  and 
operations  staff 

•  Range  from  entry-level  to  management  positions. 

Human  Resources  (HR)  training  is  seen  as  a  growth  opportunity 
both  in  connection  to  equipping  the  IT  professional  with  the 
necessary  personal  skills,  and  with  communicating  them  to  other 
departments.  There  is  a  focus  on  change  management  but  also  on 
lower  level  skills  like  telephoning. 

The  Manufacturing  programmes  do  not  represent  a  growth 
opportunity,  partly  because  Applied  Learning  is  focusing  hard  on  IT 
and  HR. 
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The  company  has  now  developed  a  three  part  Products  and  Services 
mix  to  cover: 

•  Multi-media  library  of  products  -  the  historical  product  group 

•  Training  Consultancy 

•  Live  training. 

These  last  two  are  essentially  new  service  lines  for  Applied 
Learning. 

Consultancy  is  budgeted  at  20%  of  revenue  in  1993  (up  from  14%  in 
1992)  and  includes  building  courseware,  a  service  provided  in  the 
UK  only.  It  is  the  fastest  growing  part  of  the  business. 

Live  training  using  Associate  Training  Consultants  is  to  be  launched 
in  1993  in  the  UK  with  a  portfolio  of  workshop  material.  Live 
training  will  represent  only  3%  of  revenue  but  it  offers  growth 
potential  for  Applied  Learning.  Nowadays,  technology  changes  so 
fast  that  there  is  not  time  to  make  a  multi-media  product  for  the 
leading  edge  chent  who  will  not  wait  the  six  to  nine  months  needed 
for  development. 

Revenues  are  split  between  the  different  multi-media  delivery 
modes  as  follows: 

•  Computer-based  training  (for  Mainframe  and  Micro 
environments) 

- 15%  of  revenues  in  1992  in  the  UK  down  from  27%  the 
previous  year 

•  Interactive  Video  Instruction  -  45%  in  the  UK  up  from  31%  in 
1991 

•  CD  ROM  - 15%  in  the  UK  up  from  3%  and  maybe  as  much  as 
50%  in  Germany  for  the  SAP  products 

•  Linear  Videotape  down  to  25%  from  the  39%  of  1991. 

The  medium  is  dictated  by  the  content  of  the  course.  Hard  skills 
are  generally  taught  by  interactive  media,  and  concepts  by  video 
tape.  It  should  be  noted  that  CD-ROM  material  is  now  increasingly 
made  available  via  LANs.  This  offers  scope  for  learning/support 
materials  to  be  delivered  flexibly  to  users  at  their  individual 
workstations. 
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Sales  and  Marketing  Strategy 

Applied  Learning  wishes  to  position  itself  as  a  training  solutions 
company.  Eighty  percent  of  revenue  currently  comes  from  rental 
agreements  on  multi-media  offerings.  Such  agreements  are  now 
offered  more  flexibly  than  previously.  Customers  now  have  the 
choice  of  short  rent,  one-,  two-  or  three-year  contracts,  or  outright 
purchase. 

Applied  Learning  uses  a  direct  sales  force  of  over  30  staff.  This  is 
split  between  Account  Managers  (whose  task  is  to  open  accounts 
and  to  negotiate  renewals)  and  Account  Consultants  (who  service 
the  agreement). 

Applied  Learning's  key  market  is  seen  as  450  large  commercial, 
industrial  and  government  organisations.  A  system  of  freelance 
Sales  Associates,  working  with  Applied  Learning,  is  being  set  up  to 
sell  to  the  smaller  organisations. 

Direct  marketing  has  already  become  very  important.  Applied 
Learning  has  developed  a  database  of  buyers  both  inside  and 
outside  the  traditional  IT  department.  The  comment  was:  "We  are 
no  longer  so  direct  sales  oriented.  And  it's  not  only  the  DP 
Training  Manager.  Now  we  must  target  whoever  is  responsible  for 
UNIX  implementation,  networks,  PC's,  etc.,  etc." 

Key  Opportunities/  Key  Challenges 

The  key  aspects  of  the  future  training  market,  as  seen  by  Applied 
Learning,  are: 

•  Reskilling  the  IT  Professional  in  the  1990s,  e.g.,  for  client/server 

"  The  proliferation  of  workstations,  hence  the  need  for  end  users 
to  be  more  than  merely  IT  literate;  they  now  need  analysis  and 
project  management  skills  also 

•  Change  management  and  business  re-engineering. 

Performance  support  is  a  growth  area.  Networks  can  now  be  used 
to  deliver  training  at  the  work-place;  hence  the  concept  of 
performance  support  systems,  which  allow  the  user  to  access 
training  or  reference  material  in  modules  to  deal  with  a  specific 
problem.  This  requirement  could  accelerate  over  the  next  few 
years,  both  for  standard  training  and  for  training  tailored  to  a 
company-specific  system.  The  quality  of  product  now  possible  is 
better,  for  example  in  the  area  of  graphics.  Soon  transmitting 
videos  will  be  possible. 
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This  type  of  sale  will  be  dealt  with  by  the  consultancy  unit  of 
Applied  Learning.  "We  want  to  be  a  one-stop  shop  for  training 
solutions,  identifying  the  changes  in  the  environment,  the  implied 
new  competencies,  and  then  working  with  clients  to  build  training 
solutions.  The  old  concept  of  a  learning  environment  has  gone; 
people  need  to  build  skills  on  demand  for  projects  and  they  all  have 
different  starting  points." 

CD  ROM  is  a  technology  development,  which  allows  more  readily 
for  multi-lingual  versions  of  a  given  programme  to  be  produced.  In 
the  future  it  could  permit  a  major  player  to  produce  on  a  pan- 
European  scale,  something  which  has  hitherto  been  impossible. 

INPUT  Assessment 

Quantitative 

Applied  Learning's  revenues  for  1992  at  approximately  $35  million 
represent  some  L3%  of  the  overall  open  sector  market  for  IT 
training  in  Europe  (measured  by  INPUT  at  $2,650  million).  In 
terms  of  the  independent  services  company  sector  (ie.  excluding  the 
equipment  vendors)  the  percentage  is  of  course  higher  -  at  just  over 
3%.  Whichever  way  you  look  at  it  ALFs  growth  has  suffered  a 
severe  check  over  the  last  two  to  three  years  due  to: 

•  Slowdown  in  the  market  for  the  traditional  training  products  in 
which  ALI  specialised 

•  Consequent  restructuring  of  the  ALI  revenue  base  which  is  still 
based  largely  upon  rental 

•  Recessionary  effects  causing  less  training  to  be  undertaken  in  its 
principal  European  market  in  the  UK. 

ALI  has  responded  to  this  series  of  challenges,  or  threats,  by  closely 
examining  its  operations  with  a  view  to  reorienting  its  product 
portfolio  to  match  future  user  requirements  more  closely.  Hence  its 
recent  adoption  of  a  strategy  which  includes  warm  body  training  and 
consultancy  as  well  as  its  historical  group  of  technology-based 
training  products.  The  speed  with  which  it  has  moved  to  make  such 
a  radical  shift  in  emphasis  has  been  exemplary,  but  none  the  less 
slow.  First  indications  of  the  group  being  in  trouble  were  detected 
by  INPUT  in  1991.  Nevertheless  it  appears  to  be  moving  faster 
than  some  of  its  competitors  which  are  not  so  reliant  on  training  as 
a  single  revenue  stream.  It  is  still  too  early  to  say  whether  ALI  has 
protected  its  future  in  the  long  term.  INPUT  expects  the  company 
to  continue  to  suffer  from  declining  revenue  for  at  least  another 
year. 
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Qualitative 

The  range  of  products  marketed  by  ALI  make  a  good  fit  with  those 
of  IBM  in  that: 

•  ALI  has  a  track  record  of  selling  products  rather  than  services 
into  central  IT  sites 

•  It  possesses  expertise  in  the  advanced  training  technologies 
needed  to  support  in-house  training  systems  with  products 
suitable  for  self-training. 

The  ALI  offering  overlaps  with  IBM's  current  offerings  in  a  number 
of  respects: 

•  The  majority  of  the  courseware  is  aimed  at  IT  professional  users 

•  Where  ALI  has  moved  into  adjacent  sectors  associated  with,  for 
example,  personal  development  or  management  training,  IBM 
has  already  preceded  it  into  these  areas. 

In  terms  of  marketing  its  training  products,  ALI  is  in  some  ways  still 
trying  to  acquire  the  marketing  skills  which  other  vendors  have  been 
practising  for  a  decade  or  two,  ie.  the  direct  marketing  techniques 
using  mailshots  and  telesales.  INPUT  is  of  the  opinion,  therefore, 
that  the  main  benefit  to  IBM  of  an  alliance  with,  or  the  acquisition 
of,  ALI  would  be  that  of  gaining  more  market  share  in  its  existing 
IT  training  sectors.  The  acceptability  of  an  offer  from  IBM  would 
be  determined  by  how  the  alliance/merger/acquisition  was 
perceived  in  terms  of  the  US  market.  Since  the  company  is  part  of  a 
larger  group,  whose  main  thrust  is  in  the  training  field,  any  offer 
would  have  to  take  into  account  the  other  related  parts  of  the 
organisation,  and  it  would  probably  be  an  'all  or  nothing'  situation. 
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THE  BIS  GROUP  Chief  Executive:   Peter  Corthine,  Director  of 

Wimbledon  Bridge  House,  Training 

1  Hartfieid  Road,  Employees:  1 ,500 

London  SW19  3RU  Revenue  (FYE  31-12-91)  £115  million 

United  Kingdom  Company  Status:  Part  of  BIS  Information 

Phone:081-543-5353  Systems  Division 

Fax:  081-545-6456  Shareholders:  NYNEX 


Training  in  the  BIS  Group 

Training  is  part  of  the  Information  Systems  Division  headed  by 
John  Jarvis.  The  other  activities  in  the  division  are  consulting, 
solutions  and  operations  including  facilities  management.  The 
other  divisions  in  the  group  are: 

•  Banking  -  banking  systems 

•  Strategic  Decisions  -  market  research  and  analysis 

•  Brann  -  direct  marketing. 

BIS  Training 

BIS  presents  its  training  activity  as  in  the  same  framework  as  change 
management  and  claims  to  be  one  of  the  leading  suppliers  in  the 
UK,  training  more  than  9,000  delegates  per  annum  on  over  100 
courses.  It  also  offers  aptitude  tests,  training  needs  analysis  and 
custom  distance  learning  programmes. 

Its  market  is  essentially  the  UK  and  Ireland.  There  is  an 
independent  training  subsidiary  in  Australia  ("BIS  -Shrapnel")  which 
has  access  to  all  the  intellectual  property  of  BIS  training.  There  is 
another  subsidiary  in  Belfast,  working  closely  with  London. 

The  main  range  of  offerings  include  tutor-led  courses,  aimed  at 
training  IT  practitioners  and  professionals  in  medium  to  large  IT 
installations,  in  the  area  of  systems  development.  Courses  are 
largely  generic;  there  is  little  that  is  software  or  hardware  specific  in 
the  offering.  (There  are  some  AS/400  courses,  but  these  are  very 
much  an  exception). 

"A  typical  BIS  event  is  a  5  day  residential  course  in  a  hotel  on  the 
South  coast  covering  basic  systems  and  analysis  with  18  participants, 
2  lecturers,  much  syndicate  work,  and  highly  practical." 
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In  addition  about  350  in-house  training  courses  are  given,  which  are 
project  based  and  tailored  to  individual  client  needs. 

The  courses  are  grouped  under  the  following  headings:- 

'  IT  New  Entrant  training  (2  titles) 

'  Programming  (12  titles) 

•  UNIX  (11  titles) 

•  IBM  AS/400  (10  titles) 

•  Basic  Analysis  and  Design  (6  titles) 

•  System  Development  Techniques  (20  titles) 
'  IT  Support  (6  titles) 

•  Communications  (7  titles) 

•  Project  management  (13  titles) 

•  Management  (10  titles) 

'  General  management  and  personal  skills  (18  titles). 
Briefings  Programme 

BIS  runs  a  series  of  40  briefings  aimed  at  management  "to  help  the 
manager  in  business  and  government  to  keep  up  to  date  on  key 
topics  in  the  fast  moving  field  of  IT."  This  is  separate  from  the 
training  programme. 

BIS  Testing  Service 

BIS  offers  a  series  of  services  based  on  self  administered  tests 
supplied  to  the  cHent.  These  include  generalised  tests  for  IT 
aptitude  (e.g.  analysts,  programmers),  more  advanced  tests  for  more 
technical  aspects  of  IT  and  personality  profilers.  In  addition  there 
are  tests  specific  to  RPG  languages  on  the  AS/400  range  to  test 
knowledge  and  experience,  and  tests  specific  to  COBOL. 
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Size  of  Operation 

Revenue  figures  were  not  available  from  the  vendor  but  INPUT 
estimates  a  1992  training  revenue  figure  of  £3.5  million  ($5.5 
million).  The  9,000  delegates  a  year,  on  100  courses  and  briefings, 
are  served  by  a  total  of  85  staff  of  whom  20  are  based  in  Belfast. 
The  majority  of  courses  are  given  by  BIS  staff.  In  good  economic 
times  30%  of  the  delivery  base  can  be  subcontractors  but  the  figure 
at  the  moment  is  much  less.  Subcontractors  are  now  used  solely  for 
peak  loads.  The  figure  is  currently  a  little  higher  for  the  executive 
briefing  programme  but  not  much.  The  briefings  are  staffed  to  85% 
or  90%  by  BIS  employees  either  in  the  Training  Division  or  in  other 
divisions.  Subject  matter  expertise  is  in  most  areas  available  in- 
house. 

Training  Consultancy 

The  training  consultancy  activity  has  about  10  staff  members.  It 
generates  two  revenue  streams,  the  larger  one  of  which  arises  from 
preparing  users  for  the  implementation  of  computer  systems. 
Project  based  and  independent  of  the  courses  business  in  terms  of 
content,  this  is  a  training  task  to  some  extent  but  it  also  involves 
other  communications  tasks,  e.g.,  the  users'  expectations  need  to  be 
conditioned,  possibly  in  the  form  of  promotional  events,  road  shows 
or  "warm  up"  literature. 

This  consultancy  activity  is  geared  around  the  business  procedures 
within  the  client,  not  simply  to  software.  It  is  increasingly  referred 
to  as  "change  management"  these  days. 

In  some  cases  extra  staff  are  drafted  in  from  other  divisions. 

Each  task  is  approached  with  an  open  mind  as  to  the  appropriate 
communications  medium  to  be  used.  No  prior  commitments  to  any 
technology  (e.g.,  CBT)  the  acceptable.  There  are  two  people  in  the 
team  who  are  TBT  orientated  but  often  the  delivery  of  the 
communication  is  handed  over  to  the  cHent  for  its  own  team  to  do. 

This  concentration  on  user  training  is  claimed  to  be  very  welcome 
among  business  managers  who  have  commissioned  IT  departments 
to  produce  a  system.  It  tends  to  be  based  on  the  model  "unfreeze  - 
reshape  -  refreeze". 

The  other,  smaller  revenue  stream  is  training  management.  This 
involves  putting  a  consultant  into  a  client  organisation  to  perform 
the  role  of  a  Training  Manager  to  perform  needs  analysis.  It  is  only 
about  20%  of  the  overall  revenue  from  training  consultancy. 
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Use  of  Staff 

Of  the  80  people  involved  with  courses  and  briefings,  approximately 
40  are  engaged  directly  in  training,  the  remainder  in  sales, 
marketing,  registration  and  administration. 

Eight  "Account  Managers"  form  the  basis  of  a  sales  team  which  is 
split  into  two  groups:  Telesales  and  Direct  Sales.  Basically  this  sales 
activity  is  divided  between  standard  and  non  standard.  If  a  client 
requires  an  in-house  course  with  tailoring,  then  he  is  likely  to  deal 
with  the  field  sales  force.  If  on  the  other  hand  he  requires  a 
standard  offering,  he  will  deal  with  the  telesales  force. 

Trends  and  the  Training  Environment 

The  ratio  of  in-house  to  total  courses  business  is  40%.  This  has 
remained  steady  over  the  last  three  years. 

Buyers  are  now  saying  that  they  are  going  more  towards  in-house 
courses.  There  is  a  view  in  the  industry  that  as  the  recession  has 
bitten  into  training  budgets,  buyers  have  tended  to  be  more  willing 
to  get  a  group  together  for  in-house  training  because  per  head  it  will 
be  cheaper.  The  other  factor  is  that  in-house  courses  tend  to  be  the 
subject  of  negotiation,  and  therefore  the  pressure  exerted  by  buyers 
in  a  recession  has  more  effect  in  this  area  of  the  business  than  in 
public  courses. 

BIS  believes  that  its  competitors  have  all  seen  bigger  swings  to  in- 
house  than  it  has. 

The  recession  has  been  a  big  factor  in  the  training  business.  BIS 
claims  that  there  are  very  few  companies  which  have  growing 
revenue. 

The  growth  companies  are  dealing  with  new  technologies.  They  are 
niche  players  in  the  market.  Windows,  client/server,  object 
orientation  ~  these  are  the  growth  areas. 

BIS  claims  to  be  still  growing  in  a  modest  way  in  spite  of  the 
recession,  due  to  continued  success  with  its  core  business  in  systems 
analysis  and  project  management  courses.  Training  for  recruits  has 
tended  to  decline. 

Course  titles  are  constantly  under  revue  and  they  are  having  some 
modest  success  in  areas  such  as  UNIX  and  C  which  have  replaced 
COBOL  programming.  Titles  relating  to  the  hybrid  manager  are 
popular,  particularly  "Analysing  the  Business." 
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Communications  courses  have  done  particularly  well  in  the 
recession.  "There  was  a  lot  of  dead  wood  (i.e.,  poor  courses)  in  that 
area".  After  a  re-vamp  BIS  has  now  seen  some  growth  in  titles 
concerned  with  networking  PCs  in  a  client/server  environment,  but 
has  dropped  the  traditional  introductory  and  basic  courses. 

The  personal  skills  programme  in  the  catalogue  was  responsible  for 
BIS  being  chosen  for  the  biggest  training  contract  it  has  ever  had. 
This  is  the  training  of  256  graduates  p.a.  in  Northern  Ireland  for  a 
government  department.  The  contract  involves  training,  placement 
and  job  finding  and  it  doubled  the  size  of  the  business.  Government 
departments  in  particular  are  interested  in  training  their  IT  staff  in 
interpersonal  skills  to  improve  relations  with  user  departments. 

Looking  to  the  Future 

There  are  sound  commercial  reasons,  BIS  believes,  for  staying  with 
generic  training.  Market  rates  in  machine-specific  training  are  seen 
to  be  lower  than  acceptable  to  BIS.  And  the  capital  investment  in 
hardware  on  which  to  run  the  courses  is  seen  as  too  great. 

BIS  has  commissioned  research  because  the  field  is  moving  so  fast 
that  an  outside  view  is  needed.  It  now  has  new  product  development 
standards  and  procedures  which  can  lead  to  investment  in  courses, 
although  a  lot  of  development  actually  comes  from  work  with  clients 
in  the  traditional  consulting  company  mode.  BIS  is  now  moving  in  a 
more  formal  way  towards  the  introduction  of  new  course  titles 
within  the  portfolio.  This  is  necessary  in  order  to  inspire  growth  in 
the  business. 

The  impact  of  downsizing  on  the  larger  clients  on  whom  BIS  has 
relied  traditionally  is  now  very  marked.  It  means  following  a  trend 
which  is  not  encouraging  for  the  training  business.  As  BIS  move 
users  out  of  mainframes  into  client/server  architectures,  it  is 
spending  less  on  training.  Growth  will  come  from  the  smaller  sites, 
whether  owned  by  large  companies  or  by  small  ones.  The  top  3,000 
sites  have  done  their  investigation  of  UNIX,  etc.  and  are  now 
seriously  working  with  it.  So  central  training  is  not  an  issue  for 
them.  The  issue  is  at  the  next  level  down  in  terms  of  site  sizes. 

There  is  an  implication  that  IT  will  now  be  owned  by  a  business 
function.  There  is  an  analogy  here  between  IT  and  accountancy.  In 
the  old  days  all  accountancy  was  financial  and  management 
accountants  were  few  in  number.  Now  each  business  department 
will  have  its  own  management  accountant,  resident  and  deeply 
immersed  in  it. 
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In  this  new  context  the  structured  IT  training  patterns  which  have 
been  famiUar  will  not  be  as  prevalent.  The  IT  professionals  will 
perhaps  number  no  more  than  50  and  be  controlled  much  more  by 
user  managers.  The  buyers  are  different  in  this  area  and  there  is  a 
marketing  problem  to  be  solved.  Also  the  contribution  of  standard 
software  is  greater  here;  the  training  requirements  are  different  and 
more  under  the  control  of  the  user. 

Some  of  the  new  titles  resulting  from  the  BIS  research  project  will 
be  rolled  out  in  1993  and  others  in  1994. 

INPUT  Assessment 

Quantitative 

The  BIS  training  operation  is  part  of  the  Information  Systems 
division  which  covers  consulting,  solutions  and  operations,  as  well  as 
training.  The  division  was  responsible  for  some  $50  million  of 
revenues  in  1992,  mainly  in  the  UK  market,  and  training  accounts 
for  under  20%  of  this  total  or  under  $10  milHon.  As  such  it 
represents  less  than  0.4%  of  the  European  market  but  as  much  as 
2.5%  of  the  UK  market.  The  department  has  in  recent  years  been 
experiencing  little  growth,  with  a  ceiling  of  some  9,000  delegates  per 
year  having  been  reached  around  1990. 

Qualitative 

BIS  claims  a  key  consulting  strength  is  its  expertise  in  change 
management,  and  training  is  regarded  as  an  enabling  tool  to  this 
end.  Also  BIS  has  a  long  record  in  the  training  area  dating  back  to 
the  time  when  it  was  a  privately  owned  organisation;  it  obviously 
values  its  training  capability  cis  a  means  of  maintaining  its  own  high 
skill  levels  in  the  face  of  a  fast  changing  market.  The  company  has 
won  a  recent  award  for  the  quality  of  its  training  as  an  adjunct  to  its 
overall  business.  Therefore  for  both  external  and  internal  reasons, 
training  at  BIS  will  not  be  valued  purely  as  a  free-standing  line  of 
business. 

BIS  is  known  to  be  trying  to  sell  other  parts  of  its  operations,  but 
INPUTS  opinion  is  that  it  would  be  difficult  to  dislodge  the  training 
function  from  the  other  parts  of  the  organisation.  We  do  not  rate 
this  company  highly  as  an  acquisition  prospect,  although  it  could  be 
a  useful  ally  in  entering  new,  advanced  or  experimental  training 
markets,  if  the  costs  could  be  equitably  shared. 
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93  rue  de  Bercy 
75587  Paris  Cedex  12 
France 

Phone:  +33-1-44-74-24-00 
Fax:  +33-1-43-74-24-24 


Company  Status:  Subsidiary  of 

Cap  Gemini 

Sogeti 

Chairman:  M.  Bernard  Joulie 
Chief  Exec:  M.  Pajot,  Directeur 
Employees:  50 

Revenue  (FYE  31-12-92) :  FF78 
million 

Shareholders:  CGS 


The  Company  Cap  Sesa  Formation  SA  has  two  separate  operating  units  offering 

services  in  the  French  market: 

•  Cap  Sesa  Formation 

•  Cap  Sesa  Institute. 

Organisationally  it  belongs  with  Cap  Sesa  Hoskyns  within  the  CGS 
Group. 

The  Institute  operates  in  the  state-of-the-art  seminar  business  and 
its  offerings  are  detailed  in  Exhibit  2  at  the  end  of  this  Profile. 

INPUTS  main  focus  is  on  the  other  parts  of  the  offering. 

Cap  Sesa  Formation  presents  itself  as  a  provider  of  standard 
training  courses  in  IT  technical  subjects,  and  in  management  and 
communication.  Courses  are  offered  publicly  and  on  an  in-house 
basis.  In  the  latter  case  they  may  be  adapted  to  individual  client 
requirements. 

The  company  also  develops,  on  a  project  basis,  tailored  training  for 
users  of  organisation-specific  IT  applications. 

Cap  Sesa  Formation  has  been  in  the  training  business  for  ten  years. 
In-house  courses  are  about  50%  of  its  turnover. 

Exhibit  1  lists  the  subject  categories  of  courses  offered  by  Cap  Sesa 
Formation. 
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Exhibit  1 

CAP  SESA  FORMATION 
SUBJECT  CATEGORIES  OF  COURSES 


Project  management  (5  titles) 

Management  and  Communication  (9  titles) 

Design  and  Implementation  of  Software  (1 2  titles) 

UNIX  (8  titles) 

IBM  MVS  Systems  (13  titles) 

AS/400  Systems  (7  titles) 

Networks,  Communications  and  LANS  (8  titles) 

Micros  (12  titles) 


Training  Consultancy 

Intensive  custom-built  training  is  done  for  clients  in  connection  with 
the  implementation  of  a  computer  system.  For  example  Cap  Sesa 
Formation  has  trained  all  the  branches  of  a  motor  manufacturer  in 
new  computer  application.  This  was  done  as  a  project  which 
included  the  design  of  the  training  materials  and  their 
implementation  in  the  client's  premises.  Ten  people  covered  the 
whole  of  France  training  user  staff  in  the  application. 

In  such  cases  Cap  Sesa  Formation  Haises  with  other  parts  of  the 
Group.  For  example,  for  the  car  maker  assignment  the  project 
manager  was  based  in  Cap  Sesa  Formation.  Experts  on,  among 
other  things,  mini  systems  were  brought  in  from  within  the  Group, 
and  elsewhere,  to  contribute  subject  matter  expertise  and  were 
trained  to  do  the  training. 

Cap  Sesa  Formation  uses  the  Group's  own  project  management 
methodology  EXPERT  for  training  programmes.  The  methodology 
covers  planning  an  educational  project,  specifying  contents, 
implementation,  performing  the  training,  review  and  project 
closure.  Since  it  defines  the  various  stages,  the  roles  to  be  played 
and  expected  outcomes,  it  enables  Cap  Sesa  Formation  to  structure 
relationships  with  the  clients  formally  and  also  to  bring  in  experts 
for  the  relevant  phases.  The  project  manager  is  always  a  member  of 
Cap  Sesa  Formation. 
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Trends  and  Emphases 

The  main  focus  in  public  and  in-house  courses  is  on  topics  such  as 
systems  software,  languages  and  project  management.  This  arises 
out  of  the  major  role  played  by  project  management  in  CGS.  The 
Group  currently  uses  and  promotes  its  proprietary  methodology, 
Expert.  Through  a  process  of  harmonisation  and  adaptation.  Expert 
and  the  other  methodologies  in  use  in  Group  companies  (SDM  in 
Netherland,  PRISM  in  the  UK,  LOGIC  in  Scandinavia,  PQS  in  the 
U.S.)  will  merge  in  due  course  into  PERFORM.  PERFORM  will 
be  used  throughout  the  Group  internationally,  so  as  to  ensure  a 
common  approach  to  client  projects  everywhere.  The 
methodologies  are  taught  to  Group  staff  and  also  to  those  clients 
licensed  to  use  them. 

There  are  also  training  topics  covering  methodology  which  are  not 
necessarily  Unked  to  proprietary  methods  and  which  relate  to 
consultancy  given  to  customers  wanting  to  implement  their  own 
quality  systems. 

Other  important  focuses  are  UNIX  and  networking.  Networks  are 
in  fact  one  of  the  few  markets  which  have  been  growing  -  by  30%  a 
year. 

In  client/server  architecture  there  is  an  interesting  demand  but  also 
a  certain  absence  of  skills.  This  architecture  demands  a  completely 
new  approach  to  development.  Improved  user  interfaces  mean  that 
a  prototyping  process  is  called  for  in  contrast  to  the  old  V-shaped 
development  cycle.  Prototyping  methods  tend  to  bring  the  IT 
professional  much  closer  to  the  end  user. 

The  other  aspect  which  is  changing  is  that  open  systems  imply  a 
large  number  of  layers  of  software  and  hardware  coming  from 
different  sources.  Understanding  how  they  interwork  is  difficult. 
There  are  also  the  related  issues  of  object  orientation.  All  of  these 
factors  are  not  necessarily  related  to  client/server  but  they  are 
found  in  client/server  architectures  and  have  implications  for 
reskilling  the  professional. 

In-house  courses  may  be  either  standard  (as  described  in  the  public 
courses  catalogue)  or  based  on  training  materials  not  advertised 
because  there  is  little  general  demand  for  them. 

For  example,  the  company  has  recently  taken  out  of  the  catalogue 
some  courses  on  BULL  equipment.  However,  they  will  be  kept  up 
to  date  and  can  be  run  on  an  in-house  basis. 
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Generally  the  period  where  technical  training  was  regarded  as  a 
reward  for  long  service  by  an  employee  has  come  to  an  end. 
Turnover  has  declined  among  technical  staff  so  there  is  no  need  to 
reward  them  for  staying.  When  somebody  is  now  taken  on  there  is  a 
tendency  to  look  closely  at  her/his  training  needs  over  a  long 
period.  However,  Cap  Sesa  Formation  indicated  that  clients' 
training  plans  for  1993  had  still  not  been  prepared  at  the  end  of  the 
first  quarter.  There  is  a  great  deal  of  caution  on  the  part  of  the 
customers.  Many  indicate  that  budgets  are  under  considerable 
pressure. 

There  is  a  tendency  for  in-house  courses  to  be  more  important 
because  users  can  more  easily  eke  out  limited  budgets.  In-house 
training  is  also  getting  a  boost  from  the  user  training  associated  with 
the  training  consultancy  side. 

On  Training  Consultancy  there  is  an  awakening  in  the  Group  to  the 
existence  in  Cap  Sesa  Formation  of  a  capability  to  do  user  training 
on  a  large  scale  and  people  are  beginning  to  think  in  terms  of 
proposing  it  to  the  clients. 

Large-scale  user  training  is  attractive  in  terms  of:^ 

•  The  unit  value  of  a  contract  which  may  well  be  measured  in  FF 
millions 

•  Synergies  with  other  parts  of  the  Group 

•  Its  potential  to  counteract  recession. 

It  contrasts  with  the  standard  courses  business  which  tends  to  be 
paid  for  out  of  budgets  which  are  vulnerable  in  any  business  down- 
turn. 

Therefore  Cap  Sesa  Formation  sees  Training  Consultancy  as  a 
major  source  of  opportunity.  The  catalogue  is  a  way  of  indicating 
that  it  has  a  strong  presence  in  the  training  business.  It  provides  a 
brand  image.  But  the  serious  expansion  lies  elsewhere. 
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Marketing  and  Resources 

The  prime  means  of  marketing  the  public  courses  is  the  catalogue. 
It  is  a  mail  order  business  in  which  customer  HR  departments  are 
the  prime  target.  A  lot  of  the  in-house  courses  opportunities  come 
from  having  made  the  provision  of  public  courses.  There  are  also  a 
number  of  opportunities  that  come  through  the  Group. 

Cap  Sesa  Formation  was  re-organised  last  year  (1992).  The 
structure  now  is  to  have  a  number  of  people  who  know  a  particular 
area  of  training  and  then  to  seek  out  others  who  are  capable  of 
running  the  courses.  By  no  means  are  all  the  public  courses 
provided  by  permanent  staff.  In  this  case  they  have  some  in-house, 
some  from  within  the  group,  and  others  who  are  external  and  who 
provide  service  as  required. 

At  the  moment  they  don't  have  anybody  dealing  with  client/server 
architectures,  so  they  would  need  somebody  not  only  to  do  the 
courses  -  possibly  with  outside  assistance  -  but  also  to  keep  up  to 
date  with  the  technology  as  it  changes. 

In  some  cases  the  course  is  sub-contracted  to  a  person  on  a 
permanent  basis.  The  intellectual  property  rights  in  the  course  may 
belong  to  Cap  Sesa  Formation  or  to  the  subcontractor.  If  it  belongs 
to  the  subcontractor  then  he  is  required  to  keep  it  up  to  date. 

The  company  has  eight  permanent  consultants  and  a  network  of  up 
to  100  subcontractors  -  some  individuals  and  some  companies. 

All  AS/400  courses  are  provided  from  within  the  group  using  CBT 
material.  This  range  stands  out  from  the  others  in  the  catalogue 
which  are  mainly  tutor-led  courses. 

There  is  a  manager  looking  after  purchasing  and  contact  with 
subcontractors.  He  also  controls  the  quality  of  courses  by  reference 
to  user  evaluations,  looks  after  logistics  and  does  some  selling. 
There  is  one  full-time  salesman. 

The  main  focus  of  the  above  staff  is  on  in-house  courses  but  there 
are  also  two  people  who  look  after  registrations  for  the  public 
courses.  They  are  charged  particularly  with  the  building  of  profiles 
of  customers  so  that  their  needs  can  be  better  understood  by  the 
organisation. 

The  growth  in  the  projects  business  will  come  from  in-house 
marketing.  Exhibit  2  lists  the  subjects  of  seminars  offered  by  Cap 
Sesa  Institute  in  the  programme  for  1993. 
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Exhibit  2 

CAP  SESA  FORMATION 
CAP  SESA  INSTITUTE  SEMINARS  -  1993 


Overview  Seminars 

!T  Project  Management 

Object  Orientation 

UNIX  Overview 

Micro  Overview 

IT  Security 

Data  Bases 

MERISE  -  the  Next  Five  Years 

Software  Engineering  in  Business  Applications 

Networks  and  Communications 

Networks  Overview 

LANs 

Cabling  State  of  the  Art 

High  Speed  Networks 

TCP/IP 

Network  Administration 

IT  Strategies 

- — — —  ■  

Fred  Lamond  93 

The  IT  Director's  Instrument  Panel 

Quality  in  IT 

Strategic  Plans  for  IT 

Audit  of  IT 

IT  Contracts 

Operations  Strategies 

Maintaining  the  IT  Installation 

Maintaining  the  Software 

Information  Centres 

OA  Strategies  for  the  90's 

Migrate  to  Open  Sytems? 

Managing  the  Micro 

IT  Management  Controls 

Applications:  State  of  the  Art 

Client/Server  Applications 

Expert  Systems 

EIS  State  of  the  Art 

Security  and  the  Micro 

EDI  State  of  the  Art 

Multi-Media  Computing 

Man-machine  Interfaces 

Electronic  Document  Management 
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INPUT  Assessment  \ 
Quantitative 

Cap  Sesa  Formation  accounts  for  approximately  2.5%  of  the  French 
external  IT  training  market,  ie.  for  public  and  in-house  customised 
courses.  The  parent  company  in  France,  the  Cap  Sesa  group,  also 
undertakes  as  part  of  its  professional  services  project  work  many 
training  activities  which  are  what  INPUT  calls  the  bundled  training 
sector.  These  training  aspects  of  projects  are  measured  as  part  of 
the  Professional  Services  sector.  In  practice  Cap  Sesa  has  been 
particularly  strong  in  this  type  of  activity  in  the  past,  but  for  a 
number  of  reasons  is  finding  that  it  is  at  a  cross-roads  now: 

•  Client/server  architectures  are  calling  into  question  the  role  of 
the  classical  development  methodologies,  which  at  Cap  Sesa 
have  also  been  used  to  develop  training  programmes  for  users 

•  Users  cannot  see  the  way  ahead  in  how  they  should  apply  the 
new  technologies  to  their  businesses  and  are,  therefore,  reluctant 
to  commission  projects 

•  Cap  Sesa  itself  admits  to  some  bewilderment  as  to  how  it  should 
proceed  in  the  training  area,  particularly  in  terms  of  how  services 
should  be  marketed,  ie.  whether  through  a  consulting  approach 
or  through  the  traditional  catalogue  with  telephone  follow-up  or 
with  what  split  between  these  two  methods. 

For  this  reason  INPUT  does  not  see  much  immediate  growth  in  the 
Cap  Sesa  training  services  revenues.  The  second  side  of  the  Cap 
Sesa  training  activity  is  the  high-level  seminar/conference  business 
which  is  marketed  in  France  under  the  banner  of  the  Cap  Sesa 
Institute.  This  is  the  French  analogue  of  the  Cap  Gemini  Institute 
in  the  U.K.  The  seminars  are  mainly  run  with  the  help  of  external 
speakers,  who  are  experts  in  their  own  particular  fields.  This 
business  has  up  to  now  been  more  sheltered  from  recessionary 
pressures  but  is  now  starting  to  feel  the  weakness  of  the  market  too. 
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Qualitative 

Training  is  essentially  a  secondary  revenue  stream  within  Cap  Sesa, 
although  it  remains  a  source  of  company  prestige.  It  is  integrated 
into  the  company's  core  activities  in  two  senses: 

•  As  a  stand-alone  revenue  generator 

'  Increasingly,  it  is  being  seen  as  a  key  enabler: 

-  Giving  users  access  to  new  expertise  and  skills,  and 

■■  Providing  the  company  with  an  entree  into  new  'business 
transformation'  projects,  some  of  which  might  be  completely 
devoted  to  training,  while  in  others  training  remained  but  a 
moderate  proportion  by  value. 

The  portfolio  of  training  products  and  services  marketed  by  Cap 
Sesa  would  supplement  rather  than  complement  IBM's  own 
offerings,  since  there  is  a  high  degree  of  overlap  in  course  contents 
and  target  audiences.  The  main  new  product  area  which  Cap  Sesa 
would  bring  to  the  table  would  be  a  set  of  well-regarded  courses  for 
training  users  in  the  hardware  and  software  products  of  Digital 
Equipment. 

For  the  above  reasons  INPUT  does  not  see  Cap  Sesa  as  a  strong 
acquisition  candidate,  but  believes  that  alliances  involving  a  less 
dramatic  kind  of  change  in  relationship  could  well  benefit  both 
parties. 
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Division  Formation 

Tour  Chenonceaux 

204,  Rond-Point  du  Pont-de-S6vres 

92516  Boulogne-Billancourt  Cedex 

Francs 

Phone:+33-1-46-20-60-60 
Fax:  +33-1-46-20-60-88 


Company  Status:  Division  of  CEGOS 
Chairman:  M.  Yves  Cannae,  President 
Chief  Exec:  M.  Pierre  Lebouileux,  Directeur- 


Employees:  (1991)  300  consultants 
Revenue  (FYE  31-12-91)  FF  320m 
Shareholders:  NA 


General 


Revenue 


Turnover  in  France  in  1991  was  FF  320m  and  in  1992  will  be  FF350 
m.  (1992  figures  are  about  to  be  published  as  this  Profile  is 
prepared.)  The  improvement  in  training  revenues  contrasts  with  a 
decline  in  consultancy,  and  with  the  total  for  the  Group  which  will 
be  the  same  as  in  1991.  The  personnel  in  training  is  of  the  order  of 


The  10%  increase  from  1991  to  1992  represents  an  improvement  on 
earUer  performance.  In  1993  a  further  increase  is  expected  but  not 
as  great  as  10%.  "It  will  be  a  tough  year." 

Key  Activities 

CEGOS  claims  to  be  number  one  in  ongoing  training  in  Europe.  It 
claims  to  have  450  course  titles  covering  all  disciplines  in 
management  and  administration.  It  further  claims  to  train  100,000 
people  per  annum  in  seven  different  languages. 

CEGOS  Training  Division  is  divided  into  seven  speciaHst 
departments: 

•  Training  -  Human  Resources:  team  and  personal  management; 
HR  management;  communications. 

•  Training  -  IT  and  Organisation:  project  management  and 
methods;  organisation;  micros 

•  Training  -  Administration:  PA's,  export  executives,  accounts  and 
personnel  staff,  DTP,  graphics  and  visuals 

•  Training  -  Industry  and  Logistics:  purchasing,  products; 
production;  maintenance;  projects. 
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°  Training  -  Management:  profit-centre  management;  finance;  cash 
management. 

•  Training  -  Commercial:  sales  management;  sales  and  negotiation 
techniques;  marketing,  export;  sales  engineers. 

•  Department  of  Training  Communication:  systems  of  multi-media 
information  and  training;  tailor-made  design  and 
implementation;  media  including  paper,  audio,  video,  CBT, 
videodisc,  CDI. 

The  CEGOS  Training  Offering 

There  are  12  categories  of  courses  but  there  are  seven  departments 
(see  above).  They  all  achieve  comparable  revenues  i.e.,  about  14% 
of  total  each,  approximately  FF50m,  or  $9.5m. 

Six  of  the  departments  provide  traditional  lecturer-led  programmes. 
The  exception  is  Training  Communication.  This  latter  is  involved  in 
•producing  one-off  multi-media  training  materials  for  individual 
clients.  Examples  are  the  auto  manufacturer,  Peugeot,  for  a  new 
product  launch  (the  Peugeot  106)  and  the  French  railway  operator, 
SNCF,  for  a  new  ticketing  system.  In  both  Ccises  the  need  was  for  a 
major  training  programme  to  be  completed  very  quickly. 

CEGOS  publishes  a  user  list  dominated  by  the  large  industrial, 
commercial  and  public  sector  bodies. 

It  offers  courses  in  Paris  and  in  a  number  of  centres  around  France 
where  there  are  classrooms:  Lille,  Lyon,  Marseille,  Metz,  Toulouse. 
But  public  IT  courses  are  offered  only  in  Paris  and  Lyon.  All  the 
170  permanent  trainers  are  based  in  Paris  and  they  go  out  to  the 
centres  to  give  the  courses. 

In  the  IT  area  a  lot  of  freelancers  are  used.  About  50%  of  the  IT 
activity  is  supplied  by  people  from  outside  the  organisation  very 
often  working  in  specialist  areas.  On  the  other  hand  in  the  Human 
Resources  Department  everybody  is  employed  directly  by  CEGOS. 

Marketing  is  done  both  by  mailing  brochures  and  by  salesmen.  Each 
department  has  its  own  sales  team  and  there  is  also  a  central  sales 
activity.  This  latter  produces  an  annual  composite  catalogue  of 
some  450  pages,  whilst  the  departmental  marketing  team  produces 
smaller  brochures  focused  on  groups  of  courses. 

To  ensure  that  the  expectations  and  requirements  of  each  of  the 
parties  are  met,  CEGOS  literature  features  a  Triangular  Contract 
between 
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•  Client  Decision  Makers  and  CEGOS  • 

•  Client  Decision  Makers  and  the  Course  Participant 

•  Course  Participant  and  CEGOS 

Public  and  in-house  courses  are  available  from  all  departments.  The 
proportions  vary  considerably  between  the  various  departments,  as 
CEGOS  sees  it,  according  to  the  state  of  competition  in  the  given 
market.  In  commercial  training  there  isn't  very  much  competition 
so  pubHc  courses  predominate.  In  IT  there  is  plenty  of  competition 
and  therefore  in-house  is  more  important.  Competition  has  tended 
to  take  a  lot  of  the  public  course  business  from  CEGOS. 

In  Human  Resources,  credibility  and  image  are  more  important.  A 
big  company  may  have  an  advantage  over  a  smaller  one  here. 

CEGOS  IT  Courses 

The  IT  offerings  are  divided  into  two  separate  types: 

•  IT  and  Organisation 

•  Micros  including  LANs  . 

These  broad  categories  include  a  number  of  sub-headings: 

•  IT  and  Organisation 

IT  Management  (9  titles) 

IT  Project  Management  (7  titles) 

IT  Systems:  specification  and  acquisition  (5  titles) 

MERISE  (4  titles) 

AS/400  (5  titles  inc  3  new  in  93) 

Telecommunications  (4  titles) 

IT  Supported  Documentation  (2  titles) 

Organisation  (8  titles  inc  2  new  in  93) 

Office  Automation  (4  titles) 

•  Micros  including  LANs 
Introduction  to  Micros  (4  titles) 
Operating  systems  (6  titles  inc  3  new  in  93) 
Word  Processing  (7  titles  inc  1  new  in  93) 
Spreadsheets  (8  titles  inc  2  new  in  93) 
Database  Systems  (6  titles) 

Macintosh  Packages  (3  titles) 
Programming  Languages  (6  titles) 
UNIX  (3  titles) 

Local  Area  Networks  (11  titles  inc  8  new  in  93) 
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Trends  and  Comments 

The  MERISE  methodology  is  used  by  80%  of  those  companies  who 
have  adopted  formal  methods  for  systems  analysis  and  design  in 
France. 

Whereas  ten  years  ago  it  was  only  possible  to  learn  these  techniques 
from  companies  like  CEGOS,  now  MERISE  is  being  taught  in 
universities,  students  have  self  instruction  packs  and  competitors 
offer  MERISE  courses  so  it  isn't  a  novelty  any  longer. 

CEGOS's  strengths  are  in:- 

•  Project  Management 

•  MERISE 

•  The  management  of  requirements  specification 

•  Courses  for  the  non-IT  specialist. 

It  avoids  the  competition  inherent  in  doing  courses  at  the  machine- 
specific  or  software-specific  level,  generally  choosing  not  to 
compete  with  hardware  and  software  vendors.  However  it  has 
recently  added  a  range  of  AS/400  courses. 

Originally  training  was  very  much  an  adjunct  to  consultancy.  Now 
the  connection  has  been  lost  and  CEGOS  is  trying  to  re-establish 
this  in  order  to  take  advantage  of:- 

•  The  synergy  which  could  be  available  within  the  framework  of 
professional  independence 

•  The  current  dynamics  of  the  education  market. 

The  freelancers  tend  to  be  used  on  the  micro  side,  for  example  for 
UNIX  migration.  On  the  IT/Organisation  side  CEGOS  is  self 
sufficient  although  it  does  make  occasional  use  of  freelancers. 

The  competition  in  the  micro  courses  is  intense.  Consequently  many 
more  of  them  are  run  but  with  lower  attendance. 

The  really  important  feature  of  the  micro  training  is  the  dominance 
of  Microsoft.  Novell  is  the  leader  in  LANs  but  CEGOS  sees 
Microsoft  catching  up.  It  has  good  relations  with  Microsoft  and 
courses  are  programmed  for  1994  on  WINDOWS  NT. 
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CEGOS  sees  the  task  of  the  trainers  to  be  one  of:- 

•  Following  the  technology 

•  If  the  technology  doesn't  take  on  then  go  back  to  another 
technology  such  as  WINDOWS  or  DOS. 

According  to  the  CEGOS  analysis  of  the  market,  smaller 
companies  tend  either  not  to  do  any  training  or  to  come  to  big 
organisations  Hke  CEGOS.  At  the  other  end  of  the  scale  there  are 
very  heavy  users  of  IT  among  the  very  big  organisations  but  these 
tend  to  have  their  own  in-house  facilities  for  training.  So  the  bulk 
of  CEGOS'  clients  are  somewhere  between  the  two. 

For  marketing  purposes  public  courses  are  separated  from  in-house 
courses.  There  are  two  people  on  each  side  but  since  the 
consultants  who  do  the  training  also  get  involved  with  pre-contract 
work  with  the  customers,  the  actual  amount  of  marketing  effort  for 
in-house  courses  is  greater.  In-house  is  less  important  for  IT 
training  in  CEGOS  than  in  other  areas. 

The  major  feature  of  the  current  scene  is  lack  of  certainty.  This  is 
not  to  do  with  the  economic  climate  but  with  technology. 

CEGOS  believes  the  current  market  to  be  slack  for  all  suppliers. 
There  was  a  time  when  everybody  could  get  training  and  there  was 
no  problem  about  getting  bills  signed  off.  Now  this  is  not  the  case. 
There  is  a  period  of  change  and  the  future  direction  is  hard  to 
perceive. 

There  has  been  a  clear  change  in  technological  approach.  The 
mainframe  is  no  longer  the  key  instrument.  Even  computer  services 
companies  are  having  difficulty  in  selling  really  big  projects.  But  the 
nature  of  training  under  client-server  architecture  has  not  really 
emerged  yet  either. 

This  change  is  particularly  important  for  CEGOS  with  its  emphasis 
on  project  management.  The  question  is:  "What  will  happen  as  a 
result  of  the  new  approach  in  the  training  of  project  managers?" 
MERISE  itself  is  not  very  good  at  dealing  with  the  smaller 
architectures  and  as  a  result  MERISE  2  is  under  preparation. 
CEGOS  does  not  see  itself  as  leading  the  market  in  this,  and  may 
even  be  a  little  bit  behind  it. 

This  is  where  the  in-house  course  is  such  an  important  aspect  of  the 
work.  In  IT  training  it  is  below  the  average  for  CEGOS  but  it  is  an 
important  source  of  information  since  courses  tend  to  be  developed 
in  conjunction  with  customers. 
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CEGOS  expects  within  a  year  to  have  a  more  organised  approach  to 
the  problems  of  re-skilling  the  professional  for  the  new 
architectures. 

CEGOS  International  Division  and  Training 

There  are  CEGOS  subsidiaries  in  Belgium,  Greece,  Italy,  Portugal, 
Spain  and  the  UK.  They  are  not  linked  to  the  functions  in  France 
but  report  through  the  International  Division.  So  the  French 
Training  Division  has  contact  on  such  topics  as  directions  in  IT 
training,  or  on  the  content  of  human  resources  training.  This  is 
organised  in  conventions  and  seminars. 

The  largest  subsidiaries  are  in  Italy  and  Spain.  The  product  line 
offered  internationally  is  almost  the  same  as  that  offered  in  France. 
Training  and  consultancy  are  offered  by  most  units. 

Each  country  has  a  training  catalogue  •=  produced  in  the  same  style 
as  the  CEGOS  France  catalogue  but  considerably  smaller. 

Course  development  is  organised  on  a  de-centralised  basis. 

There,  is  some  exchange  of  information  on  content,  but  each 
subsidiary  is  responsible  for  its  own  development  programme, 
although  France  tends  to  be  the  leader  and  in  some  cases 
documentation  is  sent  out  from  France  for  adaptation  to  local 
needs. 
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COMPANY  PROFILE 


CEGOS  IDET 

Address:  Tour  Chenonceaux 
204,  Rond-Point  du  Pont-de-Sevres 
92516  Boulogne-Billancourt  Cedex 
France 

Phone: + 33-1  -46-20-60-60 
Fax:  +33-1-46-20-60-88 


Company  Status:  Private  Company 

Chairman:  Yves  Cannae 

Chief  Exec:  M.  Pierre  Lebouileux 

Employees:  (1991)  500  consultants  in 

France 

Revenue  (FYE  31-12-91)  FF  641m 
Shareholders:  58%  CEGOS  Staff  -  42% 
Association  of  CEGOS  Clients 


The  Company 


CEGOS  was  started  as  a  club  by  the  employers  of  France,  as  a 
forum  for  discussions  on  scientific  management.  Permanent  staff 
became  involved  in  consultancy.  So  CEGOS  IDET  wcis  set  up  on  a 
profit  making  basis,  and  moved  from  consultancy  into  training  and 
also  into  recruitment. 


Gradually  CEGOS  IDET  also  involved  the  employees  as  share 
holders,  either  directly  or  through  mutual  funds. 

So  CEGOS  now  belongs  to  the  'not  for  profit'  CEGOS  Association 
of  Clients  and  to  the  employees  -  about  three  to  four  hundred  of 
them  have  shares  in  CEGOS;  none  of  them  having  more  than  a  2% 
holding. 

All  cHents  who  send  a  delegate  on  a  course  at  CEGOS  become  a 
member  of  the  association  for  two  years.  Hence  the  members  are 
representative  of  the  whole  fabric  of  French  industry. 

There  is  a  board  which  includes  senior  management  of  insurance 
companies,  banks  and  small/medium  companies  -  ie.  a  cross  section 
of  French  industry.  Dividends  are  paid  to  both  groups  of  share 
holders  but  the  profits  paid  to  the  Association  are  used  entirely  for 
promotional  activities  to  do  with  the  education  of  management. 
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Exhibit  1  lists  the  principal  officers  of  CEGOS-IDET 
Exhibit  1 


CEGOS  Group 
Principal  Officers 


NAME 

TITLE 

Yves  Cannae 

Chairman 

Pierre  Leboulleux 

Chief  Executive 

Alain  Brigodiot 

Director:  Consultancy  Division 

Christian  Styger 

Director:  Recruitment  Division 

Jean  Brilman 

Director:  International  Division 

Jacques  Simorre 

Company  Secretary 

Key  Activities 

Training  in  a  range  of  disciplines  including  IT,  is  one  of  three  major 
activities  of  CEGOS  Group.  The  others  are  consultancy  and 
recruitment. 

The  Group  is  divided  into  two  major  units-  Domestic  and 
International. 

a)  Under  CEGOS  France  there  are  the  three  divisions: 

•  Consultancy 

Strategy  and  Corporate  Finance 
Information  Systems  and  Data-Processing 
Human  Resources  and  Management 
Industrial  Commercial  and  Administrative 
Organisation 

•  Training 

•  Recruitment  for  all  major  business  functions 

b)  Under  CEGOS  International  Divsion,  there  are  operating 
companies  in  Italy,  Spain,  Portugal,  Belgium,  the  UK,  and  Greece. 

These  subsidiaries  offer  a  comparable  -  but  not  necessarily  identical 
-  range  of  services  to  that  of  the  Domestic  Division. 
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Exhibits  2  and  3  show  some  key  financial  statistics  for  the  CEGOS 
Group. 

Exhibit  2 

CEGOS  Group 


Financial  Summary  ( 

FFM's) 

YEAR 

1989 

1990 

1991 

Net  Rev.  -  France 

348 

402 

444 

Net  Rev.  -  International 

181 

204 

197 

TOTAL 

529 

606 

641 

Net  profit  after  tax  approximately  5% 
At  constant  199 1  prices 

Source:  CEGOS 

Exhibit  3 


CEGOS  Group  1991 
Revenue  Analysis  by  Activity  (Domestic  and  International  Combined) 

FFM 


Consultancy 

23% 

147 

Training 

73% 

468 

Recruitment 

4% 

26 

TOTAL 

100% 

641 

Exhibit  4  shows  the  use  of  manpower  in  the  Group. 
Exhibit  4 


CEGOS  Group 
Deployment  of  Manpower  (Consultants) 
Analysis  by  activity  (Domestic  and  International  Combined) 


Consultancy 

165 

33% 

Training 

300 

60% 

Recruitment 

35 

7% 

TOTAL 

500 

100% 
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INPUT  Assessment 
Quantitative 

With  group  training  revenues  in  1992  of  over  $95  million  (out  of  a 
total  group  revenue  of  over  $120  million),  CEGOS  is  the  largest 
training  vendor  in  our  current  sample.  We  hasten  to  add  that 
CEGOS  operates  across  a  wide  spectrum  of  training  activities,  with 
IT  training  forming  only  about  a  sixth  of  the  revenue  at  most,  ie.  not 
more  than  $16  million  at  this  stage.  This  fact  does  not  in  any  way 
prejudice  us  against  them.  In  numeric  terms,  CEGOS  holds  a  mere 
0.4%  market  share  of  the  overall  European  market  for  courses  and 
seminars  provided  by  external  vendors.  Its  equivalent  share  of  the 
IT  training  market  is  0.6%  at  the  European  level,  rising  to  a  full  2% 
in  its  domestic  market  in  France. 

CEGOS  started  Hfe  as  a  consultancy  operation  founded  by 
prominent  French  organisations;  training  is  an  activity  into  which  it 
became  drawn  at  a  later  stage.  Since  training  now  accounts  for  over 
75%  of  its  revenues,  its  dependence  on  this  area  is  becoming  too 
strong.  With  the  training  market  requiring  more  of  a  consulting 
approach,  this  trend  needs  to  be  reversed.  In  our  interview,  we 
found  that  the  company  is  still  unclear  on  what  its  strategy  should 
be. 

Qualitative 

Apart  from  MCE,  CEGOS  from  among  our  sample  of  companies 
would  offer  IBM  the  greatest  element  of  new  business,  were  it  to  be 
acquired.  Over  80%  of  its  training  activity  is  pursued  outside  the 
strict  confines  of  the  IT  training  sector.  In  confirmation  of  our 
earlier  findings  in  the  previous  project  for  IBM  when  INPUT  was 
looking  at  the  overall  European  training  market,  CEGOS  affirms 
some  of  the  differences  between  the  IT  sector  and  the  general 
market  -  for  example,  the  relative  importance  of  in-house  and 
public  courses  in  each  arena.  CEGOS  would  bring  to  the  table  a 
long  track  record  in  working  across  a  number  of  training  sectors. 
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The  most  significant  factors  in  considering  CEGOS  as  an 
acquisition  prospect  is  its  unusual  equity  structure  and  its  legal 
status: 

•  A  majority  of  its  equity  (52%)  is  owned  by  the  few  hundred  staff 
with  individual  shareholdings 

•  CEGOS  is  now  constituted  as  a  non-profit  organisation  and  its 
French  industry  stakeholders  will  require  some  persuading  that 
this  should  be  radically  changed,  always  assuming  that  they  are 
satisfied  with  CEGOS  growth  and  profit  potential. 
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FINSIELSPA  Chairman:  Carlo  Tedeschini  Lalli 

Via  Isonzo  21/B  Status:  Subsidiary 

1-00198  -  Roma  Number  of  Employees:  7,450 

Italy  Revenue  (FYE  31-12-91):  Lire  1,282  billion 

Tel:  39  6  84311/851505 

Fax:  39  6  84315236 


The  Company         The  Finsiel  Group  is  Italy's  largest  software  and  services  group 

and  the  second  largest  software  house  in  Europe. 

The  Finsiel  Group  consists  of  a  large  number  of  wholly  and  partly 
owned  operating  subsidiaries  in  Italy.  The  operating  companies 
provide  a  range  of  software  and  services,  addressing  mainly  the 
Italian  market. 

The  Finsiel  Group  was  founded  in  1969  as  Italsiel.  In  1981  the 
group  was  reorganised  within  a  holding  structure  and  the  Finsiel 
name  was  introduced. 

Up  until  August  1992,  Finsiel  was  owned  by  two  shareholders: 

•  The  Italian  state  via  IRI  -  the  government  industrial  holding 
group  -  which  held  83%  of  shares,  and 

•  Banca  d'ltaha  -  the  ItaHan  central  bank  -  which  held  17%  of 
shares. 

In  August  1992,  IRI  sold  its  share  holding  to  another  of  its 
subsidiaries  -  the  state  owned  telecommunications  holding 
company  STET  SpA  -  for  $530  million.  This  was  seen  by  the 
markets  as  a  fund  raising  exercise  for  IRI  and  STETs  shares 
plunged  23%  as  a  result.  In  October  1992,  STET  increased  its 
holding  in  the  group  to  88%  by  the  purchase  of  5%  of  shares  from 
Banca  d'ltalia. 
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The  principal  executives  of  the  Finsiel  group  are  shown  in  Exhibit 


Exhibit  1 


NAME 

TITLE 

CARLO  TEDESCHINI  LALU 

CHAIRMAN 

PIER  PAOLO  DAVOLI 

CEO 

SERGIO  UTIU 

EXECUTIVE  VP/CFO 

Organisational         Finsiel  is  organised  into  17  main  operating  companies  and  has 
Structure  minority  stakes  in  a  number  of  others.  Each  of  the  companies  has 

been  set  up  to  address  a  market  or  a  particular  industry  or 
government  department.  The  structure  of  the  holding  company 
and  the  general  orientation  of  the  individual  companies  is  shown 
in  Exhibit  A. 
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Exhibit  A 


Company  Structure 


i 


'A 


88%  STET  SpA 
12%  BANK  OF  ITALY 


HORIZONTAL 
MARKETS 


H  THE  IRI-FINSIEL  GROUP 
□  OTHERS 
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Finsiel  is  a  diverse  group  but  has  a  considerable  amount  of  synergy 
between  its  many  companies.  It  describes  itself  as  a  networked 
organisation.  The  vertically  oriented  companies  are  also  served  by 
the  two  horizontal  companies  Tecsiel  and  Netsiel.  Tecsiel 
provides  research  for  the  Group  and  also  offers  CASE  and  UNIX 
products.  Netsiel  was  set  up  in  1988  to  increase  quality  and 
productivity  of  software  developed  for  large  projects  in  both  the 
Finsiel  and  IRI  Group.  It  acts  as  the  software  factory  part  of  the 
group  and  also  manages  the  inter-company  network. 

Recent  Major  Projects: 

FinsieFs  ItaHan  public  sector  clients  include: 

•  General  Audit  Office 
'  Tax  Department 

•  Department  of  Health 

•  Department  of  Agriculture 

'  Department  of  Environment  and  Culture 

•  Department  of  Education 

•  National  Highway  System 

'  INPDAI  -  Social  Insurance  Organisation  for  Managers 

°  INPS  -  Social  Security  Organisation 

•  Land  Registry 

•  CIPA  Interbank  Organisation  for  Automation 


Financial 
Information 


Exhibit  B 


FIVE-YEAR  F 

NANCIAL  SUMMARY  (FYE  31-12)  (LIRE  B 

LLIONS) 

YEAR 

1987 

1988 

1989 

1990 

1991 

Revenues 

575 

699 

901 

993 

1282 

Annual  Growth  Rate 

26% 

22% 

29% 

10% 

29% 

Profit  before  Taxes 

35.5 

43.0 

37.2 

45.9 

61.3 

Profit  after  Taxes 

17.7 

21.6 

17.3 

26.2 

29.4 

%  Net  Profit 

3.1% 

3.1% 

1.9% 

2.6% 

2.2% 
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Key  Products  and  Services 

The  main  activities  of  the  Finsiel  Group  are: 

•  Processing  Services  and  Systems  Operations 

This  service  category  includes  a  percentage  of  network  services 
that  could  not  be  quantified.  Finsiel  operates  several  systems  that 
belong  to  its  clients.  One  of  its  subsidiaries  in  Milan,  Data 
Management,  also  offers  disaster  recovery  and  systems  operations 
services. 

•  Professional  Services 

Design,  development  and  implementation  of  information  systems, 
mainly  for  public  authorities,  consulting  services,  training  and 
education.  Finsiel  uses  the  DAFNE  (Data  and  Functions 
Networking)  methodology  which  it  has  developed  in-house. 
According  to  the  company,  this  fosters  an  integrated 
decentralisation  of  activities  which  increases  software  productivity 
and  quality.  Training  revenues  earned  on  the  open  market  fall 
within  this  category. 

•  Software  Products 

Finsiel  has  an  extensive  portfolio  of  software  products  developed 
by  several  of  its  operating  companies.  These  are  advanced 
applications  and  expert  systems  for  industrial  automation  and 
graphic  data  processing,  systems  software  products  and  software 
engineering  methodologies  and  tools. 

•  Turnkey  Systems/Systems  Integration 

Design,  implementation  and  operation  of  complex  inter-sector 
systems. 

Training  Activities 

Finsiel's  training  activities  are  conducted  in  a  self-contained  unit, 
located  currently  within  the  Italsiel  subsidiary  and  consisting  of 
just  under  100  persons: 

•  5  senior  managers 

•  60  course  designers  and  trainers 

•  20  secretarial  staff 

•  8  personnel  selection  staff. 
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This  last  section  functions  as  a  staff  selection  unit  for  both  Finsiel 
group  and  for  its  external  clients,  although  the  emphasis  is 
naturally  on  the  group  itself.  The  section  comprises: 

•  1  manager 

•  3  psychologists 

•  5  in  administration. 

The  psychologists,  inter  aha,  work  on  the  development  of  staff 
selection  tests.  These  tests  are  used  for  testing  new  entrants  to  the 
firm  and  for  selecting  staff  for  promotion. 

The  training  group  will  also  as  necessary  bring  in  people  from 
Finsiel  companies  to  act  as  trainers  for  the  duration  of  specific 
courses.  This  in  effect  extends  the  complement  of  staff  and  the 
number  of  person-days  spent  in  the  training  activity.  (In  1990  the 
training  group  counted  around  150  in  its  headcount;  the  reduction 
to  under  100  has  helped  to  reduce  costs  and  increase  their 
flexibility  of  response.) 

In  both  1991  and  1992  the  training  activity  generated 
approximately  Lire  14  Billion,  with  nil  growth  currently  being 
experienced  in  product  (IT  technical)  training.  These  revenues 
were  spUt  50/50  between  Finsiel  and  external  clients. 

At  the  moment  training  operates  as  a  Profit  Centre  with  respect  to 
external  client  revenues,  and  as  a  Cost  Centre  within  Italsiel, 
offering  courses  to  Finsiel  companies  also.  However,  there  are 
plans  to  set  up  a  separate  company  to  market  the  training  activity 
in  a  more  focussed  way.  The  new  company  might  include  the 
management  consultancy  and  general  training  activities  of  other 
companies  of  the  STET  group.  Negotiations  are  expected  to  be 
concluded  within  the  next  three  months,  but  the  final  shape  of  the 
new  entity  is  not  yet  clear. 

Since  the  majority  equity  stake  in  Finsiel  passed  to  STET  there 
has  already  been  some  involvement  with  STETs  own  training 
organisation,  Reiss  Romoli,  which  is  based  outside  Rome.  Reiss 
Romoli  offers  only  a  few  courses  on  IT  subjects.  There  is 
therefore  the  opportunity  to  rationalise  by  picking  up  these 
courses  and  incorporating  them  into  the  Finsiel  organisation,  while 
at  the  same  time  passing  to  Reiss  Romoli  the  few 
telecommunications  related  courses  in  the  Finsiel  portfolio. 
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The  majority  (70%)  of  courses  are  currently  run  either  on  Finsiel 
sites  or  in  hotels.  These  are  public  courses,  ie.  any  organisation 
can  enroll.  The  other  30%  are  run  on  customers'  sites,  as  is 
frequently  needed  when  held  outside  Rome.  This  second  group 
can  be  customised  to  an  individual  client's  requirements,  but  may 
be  public  courses  held  on  the  site  of  a  government  department 
client,  which  is  sending  the  majority  of  the  attendees.  The  Finsiel 
courses  are  considered  attractive  because  they  are  supported  by  a 
full,  advanced  set  of  facilities.  This  is  an  important  advantage  in 
the  Italian  market  because  there  is  a  need  to  consider  the  use  of 
new  technology  for  two  reasons: 

•  There  are  not  enough  trainer  resources 

•  Limitations  in  the  telecommunications  infrastructure  have  held 
back  developments  in  distance  learning. 

All  'basic'  training  for  new  entrants  to  the  industry  is  done  on 
Italsiel  premises,  where  they  are  equipped  with  10  traditional 
classrooms  and  4  'high-tech'  classrooms.  Here  there  is  also  a  large 
central  open  area  where  trainees  can  work  in  groups,  use  CBT 
systems,  etc. 

In  future  there  will  be  more  premises  spread  around  Italy  owned 
by  Finsiel  in  which  courses  can  be  held,  since  Finsiel  is  setting  up 
its  own  set  of  marketing  offices  throughout  the  major  business 
centres  as  part  of  its  drive  towards  the  open  commercial  market. 
This  is  a  new  departure  for  Finsiel,  which  has  up  to  now  relied  on 
the  network  of  offices  owned  by  its  various  subsidiaries. 

Training  Products  and  Services 

Finsiel  first  started  offering  training  courses  to  the  external  market 
in  the  early  1980s. 

In  total  the  catalogue  consists  of  some  150  different  courses. 
There  is  a  'Basic  Training'  course  for  new  entrants  to  the  company 
or  profession.  This  is  50  days  in  duration.  Finsiel  is  proud  to  have 
trained  over  8,000  graduates  for  the  Italian  market  in  general 
under  this  scheme.  Other  courses  are  normally  averaging  3  days  in 
length,  ie.  they  vary  from  1  to  5  days. 
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The  150  courses  can  be  divided  into  15  groups,  of  which  some 
examples,  in  addition  to  the  Basic  Training  module  are: 

•  Software  Engineering  (teaching  the  use  of  Finsiel's  DAFNE 
system  development  methodology) 

•  Expert  Systems 

'  Languages  eg,  3GLs  and  4GLs 
'  Database  Managers,  etc. 

The  catalogue  (to  be  supplied  and  only  available  in  an  Italian 
version)  contains  only  the  product  ('technical')  courses.  Other 
technical  courses  in  the  non-IT  area  are  provided  to  the  group  but 
not,  in  general,  externally,  although  they  can  and  would  be 
provided  on  a  one-off  basis  to  external  clients. 

In  the  non-technical  area,  Finsiel  has  some  connections  with 
another  company  within  the  IRI  organisation.  This  is  the  IFAP 
management  training  company,  which  is  prominent  in  the  general 
training  sector  in  Italy  and  featured  frequently  in  INPUTs  1992 
user  interview  programme  in  Italy  conducted  for  IBM. 

Much  of  this  non-IT  training  is  provided  for  first-line  management 
at  supervisor  level. 


Market  Analysis       The  following  charts  show  the  revenue  splits  across  the  Finsiel 

group  by  application  and  industry  sectors,  as  well  as  by  INPUT 
delivery  mode. 
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Exhibit  C 

1991  MARKET  ANALYSIS  OF  BUSINESS  ACTIVITY 


BY  APPLICATION  SEC1 

rOR  ($  MILLIONS) 

APPLICATION  SECTOR 

REVENUE 

PERCENT 

Business  Information  Systems 

501 

46 

Finance 

185 

17 

Health 

142 

13 

Production  Automation 

109 

10 

Environment 

87 

8 

Transport/Logistics 

22 

2 

Other  Systems 

44 

4 

TOTAL 

1090 

100 

Source:  Finsiel 


Exhibit  D 


1991  MARKET  ANALYSIS  BY  INDUSTRY  SECTOR  ($  MILLIONS) 


INDUSTRY  SECTOR 

REVENUE 

PERCENT 

Central  Government 

567 

52 

Local  Government 

163 

15 

Banks 

207 

19 

Industrial  Organisations 

109 

10 

Other 

44 

4 

TOTAL 

1090 

100 

Source:  Finsiel 


INPUT  estimates  that  approximately  $870  million  of  Finsiel's  1991 
revenues  were  generated  from  the  non-captive  software  and 
services  market  in  Europe.  The  rest,  ie.  $220  million,  were 
generated  by  activities  for  other  member  companies  of  the  IRI 
holding  group.  Exhibits  E  and  F  give  breakdowns  of  1991 
revenues  by  industry  sector  and  by  INPUT  delivery  mode. 
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Exhibit  E 

1991  MARKET  ANALYSIS  BY  INDUSTRY  SECTOR 
EUROPEAN  SOFTWARE  AND  SERVICES  ($  MILLIONS) 


INDUSTRY  SECTOR 

REVENUES* 

PERCENT 

Discrete  Manufacturing 

50 

6% 

Process  Manufacturing 

20 

2% 

Transportation 

15 

2% 

Banking  and  Finance 

155 

18% 

Insurance 

5 

<1% 

Healthcare 

115 

13% 

Education 

15 

2% 

Local  Government 

85 

10% 

National  Government 

350 

40% 

Business  Services 

10 

1% 

Unclassified 

50 

6% 

TOTAL  SOFTWARE  &  SERVICES 

870 

100% 

*  INPUT  Estimate 

Exhibit  F  > 

1991  MARKET  ANALYSIS  BY  DELIVERY  MODE 


EUROPEAN  SOFTWARE  AND  SERVICES  ($  Ml 

LLIONS) 

DELIVERY  MODE 

REVENUES* 

PERCENT 

Processing  Services 

185 

21% 

Application  Software  Products 

35 

4% 

Systems  Software  Products 

10 

1% 

Professional  Services 

555 

64% 

Network  Services 

10 

1% 

Systems  Operations 

60 

7% 

Systems  Integration 

15 

2% 

TOTAL  SOFTWARE  &  SERVICES 

870 

100% 

*  INPUT  Estimate 
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Sales  and  Marketing 
General 

Finsiel  is  in  the  process  of  moving  from  being  a  public  sector 
organisation  to  become  a  fully  commercial  company  with  all  the 
attributes  of  an  entity,  which  has  to  survive  purely  by  its  own 
ingenuity.  Nowhere  is  this  more  apparent  than  in  the  area  of  sales 
and  marketing.  Strange  though  it  may  sound,  Finsiel  has  up  to 
now  not  deployed  any  dedicated  sales  staff.  Hence  the  need  to  set 
up  a  network  of  offices  around  Italy. 

Finsiel  is  placing  the  training  activity  together  with  an  embryonic 
management  consultancy  activity  into  a  new  firm,  yet  to  be 
established  and  named. 

Sales  for  the  Training  Function 

Sales  are  generated  by  leads  or  referrals  from  managers  within  the 
group,  there  being  no  dedicated  sales  force,  although  3  to  4  people 
work  on  marketing  and  sales  related  activities.  These  activities 
include  involvement  in  large  training  system  projects,  on  one  or 
two  of  which  Finsiel  is  now  engaged  (see  mention  of  the 
IPPOCRATE  consortium  project  below). 

Finsiel  is  looking  for  opportunities  to  develop  non-IT  courses  and 
sees  an  opening  for  junior  management  training,  but  believe  there 
is  a  lot  of  competition  in  this  area.  Finsiel  is  also  hoping  to 
develop  some  synergy  with  the  management  consultancy  objectives 
of  the  new  subsidiary. 

Training  Strategy 

When  Finsiel  (as  Italsiel)  started  to  offer  training  courses  to  the 
external  market  in  the  first  half  of  the  1980s,  the  motivation  was  to 
help  the  broader  marketing  of  the  group. 

This  has  now  developed  into  a  full  catalogue  of  IT  training  courses 
including  a  comprehensive  basic  training  module  for  new  recruits 
to  the  industry.  In  addition,  the  activity  retains  a  strong  in-house  , 
orientation,  supporting  the  needs  of  the  Finsiel  group. 
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Another  major  training  revenue  stream  which  has  grown  is  the 
sale  of  training  development  capability.  Key  examples  here  are 

•  The  project  for  the  IPPOCRATE  consortium,  now  completed 

•  A  Ministry  of  Education  project,  just  started  in  1992. 

In  the  IPPOCRATE  project  Finsiel  was  commissioned  to  prepare 
training  course  material  for  a  consortium  of  medical  institutions 
which  wished  its  members  to  be  trained  in  IT  for  doctors  and  para- 
medical staff.  After  preparation  of  the  course  material,  Finsiel 
went  on  to  train  the  consortium's  own  trainers  in  how  to  conduct 
the  courses,  and  has  now  also  made  itself  available  to  give  second- 
line  support  in  an  on-going  manner. 

This  type  of  project  seeks  to  exploit  Finsiel's  knowledge  of  how 
training  should  be  done  (in  a  generic  sense)  making  use  of  all 
available  techniques  and  media,  e.g.,  teachers'  courseware,  CBT, 
video,  multi-media,  etc.  Finsiel  will  work  with  the  client  to  capture 
the  client's  knowledge  of  the  particular  target  subjects  and  then  to 
apply  its  own  'teaching  methodologies'. 

The  educational  systems  represent  substantial  contracts.  For 
example  the  Ministry  of  Education  contract  is  worth  Lire  50 
BilUon  in  total  to  Finsiel,  although  the  Training  and  Education 
activity  component  attracts  only  Lire  2  Billion  of  that  sum. 

Overall  Company  Strategy 

(a)  Company  Direction 

The  Finsiel  Group,  throughout  its  22-year  history,  has  stuck  to  its 
original  objective:  that  of  national  IT  champion  charged  with 
automating  the  Italian  state  in  all  its  manifestations  be  they 
hospitals,  tax  offices,  banks  or  railways. 

The  company  has  enjoyed  such  a  strong  position  in  its  national 
market  that  it  has  been  content  to  stay  within  the  Italian  borders. 
In  the  past  the  only  demonstrations  of  its  international  ambitions 
have  been  a  failed  attempt  to  market  Finsiel  software  in  the  US 
and  one  contract  for  hospital  automation  in  Spain. 

Finsiel  has  now  realised  the  need  to  expand  its  operations  in 
markets  outside  of  public  administration.  One  such  market  is 
banking,  and  in  1991,  Finsiel  made  its  first-ever  acquisitions, 
taking  control  of  two  banking  software  houses,  Data  Management 
and  Eurosystem,  which  belonged  to  public  sector  banks.  Prior  to 
this,  all  other  companies  within  the  Group  had  been  set  up  by 
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Finsiel.  In  fact,  Finsiel  had  never  acquired  a  controlling  interest  in 
a  company  which  it  did  not  create. 

Interestingly,  Data  Management  is  also  a  shareholder  in  Logica 
General  Systems,  the  Italian  subsidiary  of  UK  software  house 
Logica,  providing  Finsiel  with  its  first  European  link-up. 

(b)  Strengths  and  Weaknesses 

Finsiel  has  a  number  of  strengths.  It  is  Italy's  largest  software  and 
services  group  and  the  second-largest  software  house  in  Europe. 
Its  1991  turnover  grew  29%  to  Lire  1,282  billion;  it  owns  or 
controls  17  profitable  IT  companies,  and  has  minority  stakes  in  at 
least  6  others;  it  has  expertise  in  systems  integration,  turnkey 
systems  and  facilities  management.  The  company  is  also  a 
champion  of  software  engineering  technologies  and  standards  and 
has  an  impressive  list  of  loyal  customers. 

Finsiel's  customers  are  predominantly  in  the  public  sector  and  are 
nearly  all  Italian.  The  company  has  a  virtual  monopoly  in  certain 
sectors,  particularly  in  big  contracts  for  managing  the  computer 
systems  of  government  departments.  With  such  a  dominant 
position  in  its  home  market,  Finsiel  has  felt  little  need  to  look 
outside  Italy  for  new  business. 

The  company's  two  main  weaknesses  are  its  dependence  on  the 
public  sector  and  its  lack  of  European  coverage.  Whilst  other 
leading  European  vendors  such  as  CGS  and  EDS  are  building  up 
customer  bases  in  the  main  country  markets,  Finsiel  has  been 
content  to  operate  solely  in  its  national  market. 

However,  the  single  market  directives  on  public  sector  tendering 
procedures  will  soon  outlaw  the  preferential  treatment  which 
Itcdian  public  sector  IT  contracts  have  shown  towards  Finsiel  - 
typically  they  require  that  any  bidding  company  or  consortium  be 
majority  owned  by  the  state. 

(c)  Conclusions 

Finsiel  has  traditionally  enjoyed  a  unique  place  in  the  Italian 
software  and  services  market.  It  has  a  near  monopoly  in  certain 
sectors  and  also  has  the  backing  of  the  Italian  state. 

However,  the  company's  hold  on  its  markets  is  now  under  threat 
from  foreign  competition,  poHtical  manoeuvres  and  EC  rules. 
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As  well  as  its  heavy  dependence  on  the  Italian  public  sector,  the 
state-owned  Finsiel  is  also  subject  to  a  level  of  political 
manipulation,  still  perfectly  acceptable  in  Italian  public  sector 
companies.  This  political  involvement  also  reduces  the  Finsiel 
Group's  capacity  for  independent  action. 

For  example,  in  November  1991,  Olivetti  Chairman  and  Managing 
Director  Carlo  de  Benedetti  offered  to  take  control  of  the  state- 
owned  Finsiel,  but  this  merger  proposal  was  rejected  by  IRI, 
ostensibly  on  the  grounds  that  the  49%  stake  de  Benedetti  was 
proposing  for  Finsiel  would  take  the  merged  software  house  out  of 
IRFs  and  the  state's  control. 

Despite  its  recent  emphasis  on  new  markets  and  innovative 
software  development  processes,  Finsiel  remains  best  known  for 
its  big,  mainframe-based  public  administration  contracts. 

Its  biggest  and  most  lucrative  contract  is  with  the  Italian  tax 
registry.  Finsiel,  through  its  Sogei  subsidiary,  has  designed, 
operated  and  managed  its  information  systems  on  behalf  of  the 
Ministry  of  Finance  for  15  years. 

Sogei's  current  contract  expires  on  the  eve  of  1993.  In  the  past  it 
has  always  been  an  automatic  renewal,  but  this  time  the  outcome 
is  not  so  certain. 

Expansion  is  carried  out  by  the  Finsiel  Group  through  the 
formation  of  joint  ventures  with  customers.  Once  the  joint  venture 
company  is  established,  it  moves  from  providing  services  to  the 
original  customer  to  serving  the  general  market. 

Finsiel  invests  over  15%  of  its  revenues  in  R&D  and  in  the 
training  of  its  own  personnel. 

The  drive  for  expansion  by  Finsiel  from  the  government  market 
into  the  private  sector  is  considered  one  of  the  major  factors 
reinforcing  recent  trends  in  the  Italian  IS  industry. 
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Future  Trends 

There  are  two  key  challenges  for  Finsiel  in  respect  to  training  and 
education: 

"  To  implement  the  creation  of  the  new  company  including  the 
development  of  management  consultancy  (here  Finsiel  drew  an 
analogy  to  Andersen  Consulting's  Change  Management 
activity) 

•  To  use  the  Finsiel  Training  &  Education  capability  to  realise 
the  change  process  within  the  group  itself,  as  it  moves  from  its 
protected  base  out  into  the  open  market,  and  as  it  adjusts 
managers  from  a  bureaucratic  to  an  entrepreneurial  paradigm. 

Beyond  these  two  challenges  there  then  lies  the  need  to  address 
the  issue  of  the  group's  narrowly  domestic  market  focus,  in  order 
to  develop  a  worldwide  approach. 

In  terms  of  technology,  although  much  use  is  already  made  of 
CBT,  video,  etc.,  Finsiel  recognises  the  need  for  the  continuing 
role  of  the  tutor,  the  human  interface  to  the  student. 

There  is  the  counter  requirement  to  introduce  new  technology  in 
order  to  cut  down  on  costs  and  cover  the  geographic  spread/travel 
issue. 

Reconciling  these  two  is  going  to  place  key  importance  on  making 
the  'knowledge  acquisition'  process  more  efficient. 

INPUT  Assessment 

Quantitative 

Finsiel  is  the  leading  non-manufacturer,  or  independent,  among 
the  Italian  computer  services  companies.  Its  external  market 
training  revenues  in  1991,  excluding  any  special  training  projects, 
were  around  Lire  7  Billion,  or  $5.7  million.  This  figure  represents 
under  1%  of  Finsiel's  equivalent  open  market  revenues  in  Italy. 

Counting  internal  training  and  training  projects  would  give  a  figure 
closer  to  Lire  20  Billion  or  $16.2  milHon,  which  is  just  under  2%  of 
the  equivalent  IT  training  expenditures  in  Italy. 
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Qualitative 

The  Finsiel  Education  &  Training  activity  has  the  internal  role  as 
its  current  key  priority,  since  the  group  is  undergoing  this 
fundamental  change  from  public  sector  to  private  enterprise.  As 
such  it  does  not  hold  a  large  market  share  nor  large  user  base  for 
an  acquirer  to  obtain.  Nevertheless  the  training  function  in  Finsiel 
is  unusual  in  two  ways: 

*  It  has  the  capability  to  undertake  large  training  development 
contracts 

•  Its  managers  understand,  at  least  in  theory,  the  connection 
between  training  and  business  transformation/business  re- 
engineering. 

INPUT  believes  that  Finsiel  would  potentially  be  a  good  partner 
with  which  IBM  could  work  to  develop  its  training  activities  in 
Italy.  We  feel  sure  that  there  must  be  room  for  fruitful  discussions 
and  that  Finsiel  would  be  a  willing  party  to  any  initial  approach. 

INPUT  places  Finsiel  in  the  second  group  of  companies  out  of  the 
11  being  interviewed,  ie.  in  the  group  of  companies  which  possess 
good  training  capabilities,  but  do  not  see  Education  &  Training  as 
a  strategic  line  of  business. 
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INTEGRATA  AG  Chairman:  Dr.  Wolfgang  Heilmann 

Schleifmueleweg  68  Status:  Private 

D-7400  Tuebingen  1  Number  of  Employees:  700 

Germany  Revenue  (FYE  31-12-92):  DM  121  M 

Tel:  49  7071  409-0 

Fax:  49  7071  409  209 


The  Company  Integrata  AG  is  a  privately  owned  German  company.  As  a  name, 

Integrata  stands  for:  Internationale  Gesellschaft  fuer  Rationalisierung, 
Automatisiemng  und  Technologie-Austausch,  which  can  be  literally 
translated  as  the  International  Company  for  Rationalisation,  Automation 
and  Technology  Exchange.  As  we  shall  see  later  in  this  profile,  the 
combined  set  of  objectives  implied  by  this  name  is  key  to  the  philosophy 
of  the  business. 

The  company  was  founded  in  1964  by  Dr  Wolfgang  Heilman,  who  is  still 
its  chairman  (Vorsitzender).  In  1989  the  company  changed  its  status  from 
GmbH  to  AG  and  at  the  same  time  raised  its  capital  base  from  DM  2 
million  to  DM  4  miUion.  Since  then  smaller  additions  to  the  capital  base 
have  been  made  and  it  now  stands  at  around  DM  5  million. 

The  company's  headquarters  is  situated  in  the  famous  German  university 
town  of  Tuebingen  in  the  state  of  Baden-Wuerttemberg.  It  also  has 
offices  in  Hamburg,  Berlin,  Muenster,  Frankfurt,  Mannheim,  Stuttgart 
and  Munich.  In  addition  to  these  locations  there  are: 

•  Consultancy  Centres  (Beratungszentren)  in  Hannover  and 
Duesseldorf, 

•  A  Training  School  (Schulungszentrum)  in  Leipzig. 

In  the  two  other  German  speaking  countries  Integrata  has  wholly  owned 
subsidiaries: 

•  In  Switzerland  a  daughter  company,  Integrata  AG  Schweiz,  was  set  up 
in  September  1990  with  offices  in  Wettingen  close  to  Zuerich 

•  In  Austria  Integrata  established  a  subsidiary  Integrata 
Untemehmensberatung  GmbH  Oesterreich  based  in  Vienna  at  the 
begiiming  of  1991. 


April  1993 


Page  1  of  13 


INTEGRATAAG 


INPUT 


During  1990,  co-operation  agreements  were  signed  with  Hoskyns  (now 
part  of  the  Cap  Gemini  group)  in  the  UK  and  with  SINDATA,  a 
professional  services  company  in  Indonesia.  The  Hoskyns  agreement 
allows  Integrata  to  draw  on  English  language  capabilities  as  necessary  to 
mount  training  and  consulting  assignments  across  multi-national 
companies.  The  SINDATA  arrangement  is  focused  on  the  franchising  of 
software  products  in  that  company's  market  area. 

Since  opening  its  offices  in  Leipzig  and  Berlin  during  1991,  the  previous 
co-operative  training  agreements  with  DVZ  Leipzig  GmbH  and  DVZ 
Berlin  GmbH  have  lapsed. 

Currently  Integrata  employs  the  equivalent  of  700  staff,  of  which  about 
150  have  some  equity  ownership  in  the  company.  These  shareholders 
may  come  from  any  level  within  the  group  and  typically  would  hold  no 
more  than  5%.  There  are  no  other  shareholders. 

Exhibit  1  tabulates  the  key  principals  of  the  group: 


Exhibit  1 


NAME 

TITLE 

Dr.  W=  Heilmann 

Chairman 

Hr.  a-P.  Schuetz 

Director 

Dr.  H.  Uhlig 

Director 

Hr.  R.  V.  Bethusy-HuG 

General  Manager 

Hr.  S.  Wawrzinek 

General  Manager 

Prof.  Dr.  E.  Reblin 

Chairman, 
Supervisory  Board 
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Exhibit  2  provides  a  seven-year  financial  summary  for  the  Integrata 
group. 

Exhibit  2 


INTEGRATA 

SEVEN  YEAR  FINANCIAL  SUMMARY  (DM  Millions) 


YEAR 

1987 

1988 

1989 

1990 

1991 

1992 

1993 
(est.) 

REVENUE 

41.3 

52.0 

65.5 

77.5 

104.5 

121.0 

140 

ANNUAL  GROWTH 
RATE  (%) 

30 

26 

26 

18 

35 

16 

16 

STAFF  NUMBERS 
-Year-end 

N.K. 

N.K. 

N.K 

500 

600 

700 

In  1991  Integrata  forecasted  1991  revenues  of  DM  93  MilHon  but 
achieved  an  exceptional  annual  growth  of  35%  over  1990.  Such  a  rate  of 
growth  could  obviously  not  be  maintained  in  the  more  recessionary 
climate  of  1992.  However  a  significant  growth  of  16%  was  recorded  and 
a  similar  amount  is  predicted  for  the  current  year.  The  reported  revenue 
figures  for  the  period  1987-1992  show  a  compound  annual  growth  rate 
(CAGR)  of  just  under  24%.  Calculated  on  a  3-year  rolling  basis  the 
CAGR  shows  a  trend  to  be  falling  below  20%  from  1994  onwards. 

When  talking  of  a  staff  establishment  of  700,  we  mean  that  a  resource 
equivalent  to  700  person-years  was  used  during  1992.  The  total  number 
of  people  used  on  projects  of  one  sort  or  another  during  the  year  will 
have  exceeded  700.  The  broad  categories  of  staff  employed  break  down 
into  roughly  one-third  each,  as  follows: 


Consultants 


•  Full-time  training  staff 

•  Part-time  external  trainers. 


The  external  trainers  may  be  employed  either  for  a  set  number  of  hours 
per  month  or,  more  likely,  for  specific  courses,  in  which  they  are 
specialists.  Both  the  consultants  and  the  in-house  trainers  can  be 
expected  to  get  involved  in  both  training  and  consultancy  projects.  There 
is  a  poUcy  of  cycling  the  permanent  staff  through  these  roles  on  a  project 
basis,  so  that  they  can  develop  a  feeling  of  'ownership'  for  their  work. 
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Products  and  Services 

The  key  products  and  services  offered  by  Integrata  are  as  follows: 
'  Administrative  Information  Systems 
'  Technical  Information  Systems 

•  Software  and  Programming 

•  Training. 

A  breakdown  of  the  revenue  contribution  by  service  or  product  delivery 
mode  is  provided  by  Exhibit  3. 

Exhibit  3 

INTEGRATA  -  1992  MARKET  ANALYSIS  BY  SERVICE  MODE 


(INTEGRATA  CLASSIFI 

CATION  DM  MILLK 

DNS) 

SERVICE/PRODUCT  DEUVERY  MODE 

REVENUE 

PERCENT 

Consultancy 

30 

25 

Bespoke  Software 
and  Services 

42 

35 

Standard  Software  Products 

12 

10 

Training 

37 

30 

TOTAL 

121 

100 

Source:  Integrata 


General 

From  year  to  year  the  Consultancy  contribution  to  revenues  may  vary 
between  20%  and  30%.  Similarly,  the  Bespoke  Software  contribution  can 
vary  between  30%  and  40%.  In  order  to  keep  a  balanced  set  of  product 
lines  and  avoid  becoming  a  'one-product'  company,  it  is  part  of  the  group 
policy  to  retain  the  contribution  from  Training  at  roughly  the  30%  level. 
This  pohcy  is  very  necessary  because  of  the  strong  image  which  Integrata 
has  in  the  market-place  as  a  training  vendor. 

The  contribution  from  Standard  Software  has  grown  from  the  7%  given  in 
INPUTS  previous  profile  at  an  annual  rate  of  almost  100%.  This 
segment  is  expected  to  continue  to  increase  its  share  in  future  years.  In 
fact  there  is  an  element  of  policy  to  allow  it  to  rise  to  around  25%  of  total 
revenues  in  perhaps  five  years'  time.  At  the  present  time,  the  revenues 
rest  on  two  main  products: 
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"   EP-  a  family  of  communications  products  for  connections  between 
DECnet  environments  and  other  environments,  such  as  IBM,  Siemens 
or  Unisys 

'   RZ-ANLAS  -  an  inventory  management  system  family  of  products  for 
data  centre  and  IS  managers. 

Integrata  recently  took  a  25%  equity  participation  in  a  Berlin  software 
product  company  called  Beta  Systems,  in  order  to  benefit  from  the  use  of 
a  Data  Centre  automation  tool  owned  by  that  vendor.  Other 
negotiations,  including  franchising,  are  reported  to  be  under  way  as  part 
of  this  policy. 

Training  Products 

In  its  standard  training  brochures  Integrata  lists  a  choice  of  around  330 
courses  or  seminars  called  open  courses,  ie.  they  are  made  available  in 
Integrata's  training  centres  to  all  comers.  These  courses  usually  range 
from  2  days  to  5  weeks  in  duration.  There  are  another  50  or  so  products 
which  are  provided  as  standard  in-house  courses,  ie.  they  are  provided  on 
users'  premises  and  can  be  tailored  to  individual  requirements. 

The  training  portfolio  is  divided  into  three  parts: 

°  250  seminars  aimed  at  technical  professionals  and  programmers 

•  90  PC  seminars  focused  more  on  the  needs  of  end  users 

•  An  additional  range  of  seminars  under  the  heading  Academy  for 
Information  Technology  (A.F.I.).  These  courses  lead  to  a  set  of  formal 
qualifications,  which  are  given  to  successful  students  as  Integrata's  own 
certificated  awards. 

Integrata  also  pubHshes  a  separate  brochure  covering  the  PC  courses. 
This  is  so  that  targeted  mailings  to  end  users  can  be  made  more 
economical  in  postage  costs. 


Page  5  of  13 


INTEGRATAAG 


INPUT 


Training  Strategy 

Integrata  has  adopted  an  approach  to  training  which  exhibits  the 
following  features: 

•  The  company  aims  to  continue  as  a  leading  training  provider  in  the 
German  and  German-speaking  markets 

•  The  policy  of  maintaining  a  balanced  product  line,  incorporating 
consultancy,  implementation,  products  and  training,  is  aimed  not  only 
at  building  a  rounded  company  but  also  at  "achieving  a  rational  and 
approachable  use  of  information  technology"  for  its  clients 

•  A  special  feature  of  Integrata  training  is  that  all  trainers  also  act  as 
consultants  or  managers,  and  are  therefore  able  to  bring  both  practical 
experience  and  awareness  of  current  industry  issues  into  each  training 
seminar.  When  working  on  projects,  this  policy  of  staff  'rotation' 
through  the  different  roles  has  the  inverse  advantage  that  they  can 
impart  the  latest  theoretical  knowledge  to  the  overall  benefit  of  the 
project. 

In  positioning  itself  as  a  full  service  training  company  Integrata  offers  the 
following  services  to  its  cHents: 

•  Customised  Seminar  Development:  This  service  applies  where  the 
training  needs  to  be  directly  related  to  a  customer's  individual  needs 
and  requirements.  These  seminars  can  be  conducted  either  at  the 
customer's  site  or  on  Integrata  premises 

•  On  the  Job  Training:  Recognizing  that  it  is  often  a  difficult  task  to  put 
theory  into  practice,  Integrata  trainers  can  be  made  available  to 
provide  assistance  after  a  training  course  has  finished  and  can  also 
work  on  a  customer's  project  to  provide  additional  assistance 

•  FoUow-Up  Training:  Further  assistance  and  follow-up  to  standard 
courses  can  be  prepared  after  researching  the  needs  of  individual 
customers 

•  Training  Consultancy:  This  service  allows  customers  to  receive  advice 
about  which  courses  would  be  most  beneficial  to  their  company  needs 

•  Facilities  Management:  Integrata  can  provide  a  customer  with  access 
to  a  training  manager  who,  for  example,  might  spend  some  days  each 
month  working  specifically  for  that  customer.  Work  undertaken  could 
include  systematic  planning  of  a  training  programme,  implementation 
and  control  of  the  customer's  total  training  needs 
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°  Computer  Based  Training  (CBT):  This  service  is  aimed  at  working 
closely  with  customers  who  have  chosen  to  use  CBT  tools,  in  order  to 
provide  an  optimised  CBT  training  solution. 

Training  Portfolio 

A  brief  summary  of  the  courses  provided  by  Integrata  is  as  follows: 

•  Technical  Courses: 

-  General  courses;  introductory  courses  for  professionals  and  DP 
users. 

-  Methods,  Techniques  and  CASE,  including  MENTOR  (Integrata's 
DP  Methods  package),  PROMPT,  lEW  and  other  CASE  products. 

-  Languages  and  Programming,  including  COBOL,  MVS-DUMP, 
Assembler,  C,  and  various  4GLs. 

"  DB/DC  Systems,  including  ORACLE,  Informix,  AD  ABAS,  CA- 
IDMS,  DB2,  SQL/DS,  IMS,  DL/1,  and  CICS. 

-  Systems  Software,  including  IBM  (MVS,  AS400),  DEC  (VMS  and 
DECnet),  Siemens  (BS2000  and  EDT),  UNIX  and  various 
networks,  such  as  Novell  Netware. 

-  Information  Systems,  including  office  and  administration  systems, 
technical  information  systems  (PPS,  CIM),  manufacturer  specific 
systems  (CON-NECT,  DATATRIEVE,  IBM  Office  Vision),  SAP 
software,  UNIPLEX. 

-  Information  Management,  including  data  management  and 
management  information  systems. 

-  Management,  Conduct  and  Communication. 

•  End-User  Courses 

-  Basics  of  information  systems 

-  Programming  Languages 

-  Operating  Systems  User  Interfaces 

-  Networks,  Communication 

-  Office  Communication 

-  Word  Processing 
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"  Databases 

•  Academy  for  Information  Technology  (A.FJ.)  courses 

-  Junior  Programmer  -  COBOL 

-  PC  Organiser 

-  Data  Processing  Coordinator 

-  Software  Engineer/ Analyst 

-  Data  Processing  Project  Manager 

-  Information  Manager 

-  DB2  -  Applications  Programmer 

-  "C"  Expert 

-  UNIX  Expert 

-  OS/2  Expert 

-  PC-User  Qualification. 

Delivery  of  training  is  achieved  through  the  branch  offices  in  Germany, 
and  through  Integrata's  wholly  owned  subsidiaries  in  Switzerland  and 
Austria.  Currently  about  90%  of  training  revenues  are  generated  by 
activities  in  the  German  market. 

Sales  and  Marketing  Strategy 

General 

Integrata  pursues  a  policy  of  having  a  mixed  portfolio  of  services, 
balancing  consultancy  with  system  development,  software  products  and 
training.  Other  important  planks  of  its  overall  strategy  are: 

•  Independence  of  any  one  manufacturer 

•  Ownership  by  the  managers  and  workers  in  the  company,  70%  of 
whom  are  graduates  of  an  arts  or  science  discipline 

•  An  'holistic'  management  style,  meaning  that  management  sees  its 
function  as  needing  to  pursue  policies  which  satisfy  a  set  of  parties 
whose  interests  will  not  always  coincide: 


Page  8  of  13 


April  1993 

i 


INTEGRATAAG  input 

-  Customers 

-  Shareholders 

-  Other  business  partners 

-  The  community  in  general. 

The  company,  therefore,  has  a  thoroughly  modem  approach  to  the 
marketing  of  training  products  and  services,  being  in  many  respects  in 
advance  of  the  general  trends  in  the  sector: 

•  Understanding  the  need  for  a  consultancy  sell 

•  Seeing  training  as  part  of  the  business  advantage 

•  Moving  outside  the  sphere  of  IT  training  pure  and  simple. 
Training  Sales 

Integrata  is  working  with  a  department  of  approximately  50  people,  which 
is  responsible  for  the  sales  and  marketing  of  all  the  group's  services: 

•  The  sales  force  is  trained  to  sell  all  standard  products  and  services 
from  the  regional  offices 

•  Sales  are  effected  through  a  mix  of  traditional  methods: 

-  Personal  visits  are  part  of  a  key  account  sales  policy 

-  Mailings  are  carefully  targeted  to  the  key  sectors  being  canvassed  - 
by  region,  industry  or  function 

-  Telephone  follow-up 

•  Consultants  are  employed  from  outside  when  phased  projects  are 
required 

•  Between  50%  and  70%  of  clients  (by  sector)  are  claimed  to  bring 
repeat  business. 

The  profile  of  Integrata's  training  business  reflects  the  current  trends: 

•  Sectors  whose  growth  is  flattening  or  declining  are  those  associated 
with  mainframe  systems  and  traditional  industry  qualifications  (eg.  the 
A.F.I.  courses) 
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'  Sectors  showing  highest  growth  are  end-user  courses  and  non-IT  areas 
such  as  Personal  Development  and  Management  Training,  areas  in 
which  the  company  claims  to  have  been  active  for  several  years. 

The  training  services  marketed  are  viewed  internally  as  falling  into  three 
categories: 

•  Standard  public  courses  held  on  Integrata  premises  account  for  about 
45%  of  the  training  revenues 

•  Of  the  remaining  percentage,  which  is  all  conducted  as  in-house,  user 
site-based  training,  just  under  two-thirds  is  to  some  extent  customised 
for  the  individual  client 

•  The  rest  is  effectively  standard  courses  embedded  in  other  projects. 

Competition  is  seen  to  be  coming  from  all  quarters  and  from  all  types  of 
companies. 

Integrata  has  a  three-phase  methodology  for  defining  and  delivering 
customised  or  embedded  training: 

•  In  the  first  consultancy  phase,  user  requirements  are  analysed  and 
specified 

•  In  the  second  phase,  material  for  conducting  the  required  courses  is 
defined  and  prepared  in  whatever  the  chosen  medium  is 

•  In  the  third  phase,  the  courses  are  delivered  and  evaluated. 

These  phases  can  be  commissioned  separately  or  as  a  whole.  Integrata  is 
prepared  to  work  with  user  training  or  consulting  staff  during  any  of  the 
phases.  The  modular  basis  of  this  design  process  allows  the  standard 
course  catalogue  to  be  updated  in  parallel  with  the  development  of 
customised  courses. 

User  Base 

Integrata  publishes  a  list  of  its  top  clients  covering  all  sides  of  the 
business.  It  includes  major  names  from  among  the  top  companies  in 
Germany 

•  Car-makers  such  as  Opel,  BMW  and  Volkswagen 

•  Banks  like  the  Berliner,  Deutsche  and  Dresdner 

•  Industrial  groups  with  names  like  ABB,  IBM  and  Veba. 
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The  list  also  includes  many  regional  banks,  insurance  companies,  and 
local  and  state  government  organisations. 

Key  to  the  company's  success  is  its  ability  accurately  to  target  specific  user 
groups;  this  ability  has  been  built  up  through  long  experience  of  the 
German  market.  It  is  regarded  as  a  key  competitive  edge  and  it  is 
jealously  guarded  with  commercial  confidence. 

Future  Trends 

Integrata  expects  growth  to  continue  at  a  more  modest  pace  than  during 
the  last  five  years.  This  growth  should  come  through  expansion  of  both 
the  domestic  German  market,  and  of  the  markets  in  the  rest  of  the 
German  speaking  region  and  in  Eastern  Europe.  Two-digit  growth  rates 
should  be  possible  for  the  next  three  years. 

Although  the  company  does  not  yet  profess  an  international  strategy  as 
such,  it  is  carefully  fostering  expansion  in  these  and  other  areas  through 
project  opportunities  and  franchising  arrangements.  It  expects  to  be 
announcing  alliances  and  ventures  during  the  course  of  1993.  The 
company's  phrase  for  this  marketing  thrust  is  'chance  or  opportunity 
management'. 

Although  the  company  keeps  a  watching  brief  over  new  training 
technologies  and  new  teaching  practices,  its  marketing  is  based  upon  the 
premise  that  'person  to  person'  training  will  remain  the  main  requirement 
of  users  for  the  foreseeable  future.  Some  reservations  over  uncritical  use 
of  new  technology  have  been  expressed  and  policies  set  accordingly: 

•  Key  to  success  in  the  CBT  area  is  that  the  function  should  be 
embedded  in  the  organisation.  Integrata  has  a  small  in-house  CBT 
capability,  which  can  be  used  as  a  tool  by  user  trainers  and  by  Integrata 
itself  in  specific  projects,  eg.  to  assist  in  customising  a  course 

•  Integrata  carries  out  its  own  R  &  D  in  new  teaching  methods,  using 
such  things  as  "super-learning"  and  the  inclusion  of  music  in  the 
preparation  of  its  own  courses 

•  Specific  practices  which  have  been  rejected  or  not  adopted  are: 

-  Making  CBT  a  prerequisite  to  a  place  on  an  Integrata  course 

-  Distance  learning. 

Key  challenges  for  Integrata  are  seen  to  be: 
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'  Keeping  in  step  with  the  downsizing  trend,  which  in  terms  of  training 
means  planning  for  changes  in  target  groups,  in  products  and  in  seUing 
techniques 

•  Watching  new  trends  in  teaching,  eg.  the  moving  of  training  into  the 
work-place 

'  Staying  profitable  in  the  increasingly  competitive  market  of  the  1990s. 

INPUT  Assessment 

Quantitative 

Integrata  has  grown  steadily  over  the  last  few  years  and  now  holds  some 
1%  to  1.5%  of  the  German  IS  training  market.  Considered  a  participant 
in  the  German  IS  professional  services  market,  it  has  a  somewhat  lower 
market  share.  Its  continued  growth  as  a  professional  services  house  with 
a  balanced  and  integrated  services  portfolio  is  Hkely  to  be  above  average 
for  its  German  peers.  INPUT  attributes  this  future  success  to  the  poHcy 
of  fostering  true  synergy  between  the  different  parts  of  its  services 
portfolio. 

In  1992  Integrata  group  made  a  profit  of  between  DM  2  million  and  DM 
3  million.  As  a  profit  on  revenue,  this  figure  is  within  the  group's  target 
band  for  people-based  companies  of  this  kind  of  from  1%  to  5%  per 
annum.  A  rather  better  figure  is  obtained  by  considering  the  return  on 
shareholders'  investment  (ROI)  which  is  between  40%  and  60%. 
However,  as  seen  from  the  point  of  view  of  an  acquirer,  the  difference 
between  these  two  figures  is  in  the  wrong  direction.  A  small  return  on 
revenue  is  unattractive  from  the  investment  angle;  a  high  return  on  assets 
is  a  strong  incentive  for  the  existing  owners  to  hold  on  to  their  present 
stakes. 

Viewed  as  a  growth  opportunity  investment,  Integrata  is  moderately 
attractive,  requiring  patience  and  a  sympathetic  management  policy  from 
any  future  large  stakeholder. 

Qualitative 

The  Integrata  management  style  is  typically  modern  in  its  endeavour  to 
find  a  bridge  between  the  built-in  conflicts  of  the  present-day  work-place. 
The  solution  chosen  by  the  management  of  this  company  rests  upon 
seeking  the  human  dimension  which  will  satisfy  all  of  the  currently 
interested  parties  (customers,  shareholders,  business  partners  and 
employees),  while  at  the  same  time  building  a  platform  for  others  who 
might  in  the  course  of  time  become  also  officially  interested  parties  (the 
local  and  wider  communities). 
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The  key  to  this  type  of  management  is  not  so  much  to  ignore  the  more 
conflictual  aspects  as  to  stress  the  aspects  of  co-operation, 
interdependence  and  partnership  which  are  necessary  to  keep  any 
business  afloat  through  'the  lean  as  well  as  the  fat  years'.  INPUT  expects 
that  more  businesses  will  have  to  adopt  this  management  style  as  a 
substitute  for  the  lost  dynamic  represented  in  the  past  four  decades  by 
growth,  whether  organic  or  through  acquisition.  In  a  period  of  low 
natural  growth,  requiring  very  careful  control  of  costs  and  profitability, 
this  style  offers  good  prospects  for  survival  and  prosperity.  At  the  present 
time  it  appears  to  have  evolved  within  the  framework  of  the  German 
economy  and  culture.  In  other  European  countries  it  is  still  a  rarity. 
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3  Swan  Court 
Leatherhead 
Surrey  KT22  SAD 
Phone:  0372-379211 
Fax:  0372-379210 


Company  Status:  Wholly  owned  subsidiary 
of  Learning  Tree  International  I  no  of  Los 
Angeles 

Chairman:  Dr  D  C  Colllins 
Chief  Exec:  David  Pardo 
Employees:  c  50 
Revenue  (FYE  30-9-92)  u7.9m 


The  Group  Learning  Tree  International  Inc.  is  a  privately  owned  company 

which  claims  to  be  a  world  leader  in  advanced  technology 
education.  The  headquarters  are  in  Los  Angeles,  U.S.A,,  and  its 
operations  cover  the  U.S.A!,  Canada,  Western  Europe  and  Japan. 

Formed  in  1974,  Learning  Tree  now  has  a  team  of  over  500 
instructors  presenting  over  2,000  training  courses  annually.  In 
founding  the  company  Dr  David  Collins  and  Eric  Garen  recognised 
a  clear  need  for  educating  working  engineers  in  computers, 
communications  and  related  technologies.  At  the  same  time  the 
founders  decided  to  create  a  multinational  company  devoted  to 
these  tasks. 

The  chronological  history  of  the  company  includes  these  key  events: 

•  1974  founded  in  Los  Angeles  U.S.A. 

•  1975  the  European  headquarters  opened  (in  U.K.)  and  the  first 
courses  presented  in  Japan 

•  1980-1981  Learning  Tree  trained  the  entire  team  responsible  for 
developing  the  IBM  PC 

•  1985  Learning  Centre  opened  in  Ottawa,  Canada 

•  1986-1989  staffing  levels  grew  to  300  world-wide  and  investment 
exceeded  $5  million 

•  1989  name  changed  to  Learning  Tree  International  and  first 
million  participant  days  of  training  completed 

•  1990  Learning  Tree  International  KK  was  formed  in  Japan 

•  1992  second  Learning  Centre  opened  in  Toronto,  Canada. 
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The  world-wide  training  revenues  of  Learning  Tree  International 
Inc.  are  between  $50  million  and  $60  million,  of  which  about  50%  is 
generated  within  Western  Europe.  World-wide  headcount  is  now 
approximately  240. 

Offerings  worldwide  are  based  on  a  portfolio  of  some  50  tutor-led 
courses  developed  under  the  control  of  the  Los  Angeles  office. 
Inevitably  there  are  variations  in  emphasis  between  countries. 

An  obvious  area  where  modifications  are  necessary  is  that  of 
communications.  This  reflects  the  differences  in  the  local  PTT 
regulations  and  provisions.  PC  and  other  courses  are  however 
absolutely  standard. 

Courses  are  all  four  days  in  length:  an  optimum  length  of  time  for 
learning  combining  high  absorption  and  good  retention.  The 
purpose  is  to  teach  hard  skills,  and  overview  courses  are  restricted 
to  those  introducing  subjects  which  are  treated  in  depth  within  the 
Learning  Tree  offering. 

Learning  Tree  claims  to  offer  excellence  in  technology  education 
and  to  enhance  productivity  in  the  work  place  for  its  clients.  The 
focus  is  on  three  key  areas: 

•  Course  development 

•  Instructor  training 

•  Total  quality  operations. 

Course  development  is  claimed  to  cost  £175,000  ($275,000)  per 
course  (including  maintenance)  The  typical  student  material 
handout  contains  some  400  pages.  Every  year,  each  course  is 
revised  at  least  twice. 

Regarding  instructor  quality,  it  is  claimed  that  £500,000  ($790,000) 
will  be  spent  in  1993  on  instructor  recruitment  and  training 
worldwide. 

To  achieve  total  quality  in  its  operations,  attention  to  detail  in  every 
aspect  of  the  course  and  teaching  environment  is  maintained. 


The  Company         Learning  Tree  International  Ltd  organises  and  markets  the 

Learning  Tree  offering  in  the  U.K.  and  supports  other  Western 
European  subsidiaries  by  providing  marketing  materials. 

Its  primary  target  market  is  computer  and  electronics  professionals. 
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Exhibit  1  lists  the  principal  officers  of  Learning  Tree  International 
Ud. 

Exhibit  1 


Learninq  Tree  International  Ltd 
 Principal  Officers  


Name 

Title 

Dr  David  C  Collins 

Chairman  and  Founder 

Mr  Eric  R  Green 

Founder 

Mr  David  C  Pardo 

Managing  Director 

Mr  L  P  Howortli 

Director 

Mr  John  M  Durbin 

Finance  Director  and  Company 
Secretary 

In  1992  revenue  from  its  principal  activity  increased  by  13.8%  over 
the  previous  year  and  revenue  from  its  fellow  subsidiaries  decreased 
by  31.7%.  Overall  turnover  increased  by  9.9%  and  profit  after 
taxation  increased  by  94.3%.  The  directors  expect  turnover  to 
increase  modestly  in  1993. 

Exhibit  2  shows  the  financial  position  of  Learning  Tree 
International  Ltd. 

Exhibit  2 

Learning  Tree  International  Ltd. 


Financial  Summary  and  Analysis  (£ 

MS) 

YEAR 

1991 

1992 

Net 

Revenue 

7.182 

7.890 

Income  (Loss) 

0.241 

0.564 

Headcount 

43 

45 

The  U.K.  Operation 

Learning  Tree  International  Ltd  has  an  office  in  Leatherhead, 
Surrey  and  its  Learning  Centre  with  eight  classrooms  in 
Hammersmith,  West  London.  Courses  are  also  organised  in  other 
towns  round  the  country  in  hotels. 
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The  topics  for  1993  courses  are  as  foUows:- 

•  Networks  (8  titles), 
'  LANs  (6  titles), 

•  Open  Systems  (5  titles), 

•  Languages  (11  titles), 

•  Software  engineering  (7  titles), 

•  PCs  (3  titles), 

•  Management  (5  titles). 

All  courses  are  four  days  in  length  running  from  Tuesday  to  Friday; 
all  are  priced  similarly  and  mainly  run  in  London.  On  average  each 
title  is  run  nine  times  a  year.  About  50%  of  all  titles  are  claimed  to 
be  "hands-on"  machine-supported  workshops. 

"Hands-on"  courses  imply  a  very  heavy  investment  in  equipment. 
The  hardware  has  to  be  kept  up  to  date  and  currently  486-based 
machines  are  being  installed.  Learning  Tree  also  runs  some 
specialist  courses  in  telecommunications  for  which  special  kit  is 
needed. 

To  guarantee  quality,  courses  are  run  on  Learning  Tree  sites  where 
possible  with  the  company's  equipment  providing  the  support. 

Staffing 

Full-time  staff  number  45  (going  up  to  49  in  1993.)  Of  these,  only 
two  are  instructors  but  there  is  also  a  very  large  number  of 
freelancers. 

Approximately  15  are  in  sales,  about  25  people  in  support  (getting 
courses  organised,  etc.)  and  11  in  general  administration. 

There  are  some  80-90  accredited  freelance  instructors.  Many  of 
them  are  actually  practitioners  and  therefore  learning  Tree  gets  the 
benefit  of  the  real  life  experience  which  they  can  bring. 

Marketing  Methods  and  Targets 

The  Learning  Tree  comment  was  "We  still  do  most  of  our  business 
through  the  marketing  brochures."  These  are  pubhshed  separately 
every  two  months  on  each  of  the  major  topic  areas.  They  include 
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schedules  for  a  period  of  some  6-8  months  ahead.  Extensive  use  is 
made  of  mailing  lists  based  on  computer  specialist  trade  journals. 

Sales  teams  are  split  between  public  courses  and  on-site  sales. 

Tele-marketing  is  used  extensively  for  the  public  courses. 

On-site  courses  are  sold  face  to  face,  very  often  using  the  lecturers 
as  support  to  interpret  user  needs. 

The  marketing  focus  is  on  the  top  500  companies,  government  and 
other  organisations  with  large  computer  installations  and  PC 
networks.  Help  Desk,  Information  Centre  staff  and  the  technical 
support  functions  are  targeted,  especially  where  networks  are 
concerned. 

These  organisations  and  also  the  big  hardware  manufacturers, 
software  companies  and  service  providers  use  Learning  Tree  to 
train  their  technical  development  staff.  In  many  of  these  cases  the 
vendors  are  themselves  training  providers. 

Analysis  and  Trends  ' 

U.IC  revenue  in  1992  was  £7.8  m  and  will  go  up  to  u8.5m  in  1993. 

Expansion  will  come  from  a  small  price  increase,  general  volume 
increase,  new  course  titles,  and  more  in-house  courses. 

Public  courses  will  be  up  6%  in  number;  on-site  courses  36%,  so  the 
total  number  of  extra  courses  will  be  up  16%.  Normally  on-site 
accounts  for  about  20%  of  business;  in  1993  it's  going  to  be  higher 
at  around  25%. 

The  courses  are  not  analysed  in  terms  of  performance  in  product 
groups;  instead  each  one  is  monitored  by  the  financial  systems  in  its 
own  right.  The  expectation  is  that  on  a  global  basis  (i.e.  through 
worldwide  sales)  the  courses  would  even  themselves  out  in  spite  of 
local  variations  between  countries. 

To  date,  the  big  area  for  Learning  Tree  has  been  networking.  The 
comment  was:  "The  networking  business  has  been  not  exactly 
recession  proof  but  not  far  off."  Given  the  continued  buoyancy  of 
this  market,  training  for  suppliers  and  users  is  in  good  demand. 

Learning  Tree  does  not  welcome  the  tendency  of  the  market  to 
type-cast  it  as  a  network  trainer,  but  networking  has  certainly  taken 
a  slowly  increasing  proportion  of  the  business  over  the  last  two  or 
three  years. 
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Networking  is  positioned  in  the  new  architectures  of  down-sizing 
and  open  systems.  UNIX  is  also  an  increasing  area  of  interest, 
where  new  titles  are  being  added.  Everybody  needs  to  know  about 
networking  in  the  context  of  open  systems.  An  inter-networking 
course  was  very  popular  last  year. 

New  titles  for  1993  include:  Open  Systems,  CHent-Server 
Architecture,  Windows  NT  (two  titles)  and  MacDraw. 

The  Windows  NT  offering  has  bfeen  developed  with  Microsoft  and 
early  indications  as  to  up-take  are  very  encouraging. 

All  development  is  managed  from  the  U.S.A.,  but  a  growing  number 
of  courses  are  being  developed  by  U.K.  authors.  Learning  Tree  has 
a  system  of  course  development  which  parallels  that  of  software 
development  including  the  use  of  beta-testing  to  ensure  quality. 

Learning  Tree  claims  to  be  doing  better  than  surviving  the 
recession^  Earlier  it  had  assumed  that  staff  levels  would  be  reduced 
and  that  the  remaining  staff  would  need  to  be  retrained.  This  has 
been  borne  out  to  some  extent. 

The  customer  mix  has  changed.  There  are  now  fewer  consultants 
and  other  small  companies. "  Possibly  we  have  picked  up  the  fall-out 
from  training  companies  themselves  going  to  the  wall."  Now 
Learning  Tree  is  deaUng  with  the  larger  companies.  In  1992  it 
increased  revenues  by  running  more  courses  and  training  more 
people.  As  the  recession  bottoms  out  there  will  be  delay  before 
people  start  to  hire  again  and  hence  the  need  for  re-training  has 
been  delayed  but  there  is  still  a  latent  requirement  there. 

In  five  years*  time  the  general  activities  in  which  the  company  is 
engaged  will  be  the  same  although  the  individual  Learning  Tree 
course  titles  may  be  very  different. 

The  CASE  Tool  course  illustrates  the  point.  Five  years  ago  it  was  an 
introduction  to  a  number  of  different  tools.  Now  it  deals  with  tools 
in  the  context  of  a  Structured  Development  Methods  course  which 
includes  CASE.  This  sort  of  evolution  will  be  seen  around  a 
number  of  themes  which  are  currently  in  the  portfolio. 

Europe 

Courses  are  run  in  French  at  a  Learning  Centre  in  Paris.  All  the 
course  notes  are  translated. 

In  Sweden  the  majority  of  the  courses  are  in  Swedish.  Some  courses 
are  still  run  in  English  in  Sweden,  and  to  some  extent  the  languages 
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are  interchangable,  i.e.,  Learning  Tree  can  send  an  Ejiglish 
instructor  over  without  upsetting  the  students. 

Sometimes,  in  fact,  training  in  English  is  better  because  the  other 
Scandinavian  countries  can  send  representatives  to  the  courses. 

(In  Canada  they  have  not  translated  into  French.  In  Japan  they 
have  translated  into  Japanese.  However,  it  is  a  very  expensive 
business  as  typically  course  notes  run  to  400-500  pages.) 

All  the  subsidiaries  report  directly  to  Los  Angeles.  However,  in 
Europe  the  U.K.  operation  provides  marketing  support  in  the  form 
of  brochures  printed  in  England  to  the  other  subsidiaries  in  Europe 
(also  to  some  distributors  in  Portugal).  There  is  also  a  sharing  of 
revenue  when  they  send  Scandinavian  students  from  the  Stockholm 
subsidiary  for  courses  in  the  U.K.  There  are  also  some  people 
coming  from  France  and  other  European  countries,  and  even  from 
the  Middle  East  and  Africa. 

•  Exhibit  3  shows  the  Learning  Tree  International  revenues  in 
Europe. 


Exhibit  3 


Learning  Tree 
Western  Europe 

International 
Revenues,  1992 

COUNTRY 

REVENUE 

% 

$M 

France 

37.5 

9 

Sweden 

12.5 

3 

U.K. 

50.0 

12 

TOTAL 

100 

24 

INPUT  Assessment 
Quantitative 

Learning  Tree  earned  around  $25  million  in  its  1992  European 
operations,  which  is  just  under  half  of  its  world-wide  revenues. 
Seeing  that  its  courses  are  all  focussed  on  the  advanced  end  of  the 
IT  training  sector,  this  gives  it  a  market  share  in  Europe  of  just 
under  1%.  In  terms  of  its  chosen  top-end  sector,  it  could  be  shown 
to  have  a  more  significant  share.  When  compared  with  its  other  US 
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rival  Applied  Learning,  it  appears  to  have  so  far  weathered  the 
recession  better,  because  its  focus  on  advanced  courses,  such  as 
networking.  However,  INPUT  does  not  expect  it  to  grow 
significantly  in  the  next  two  to  three  years. 

Qualitative 

Learning  Tree  has  built  up  an  enviable  reputation  in  the  course  of 
its  almost  20  year  history  through  its  claimed  own  strengths  of: 

•  Investing  in  course  development 

•  Instructor  selection  and  retention 

•  Total  quahty  of  operations. 

The  company's  quite  narrow  portfolio  overlaps  with  IBM's  current 
offerings  in  two  respects: 

•  The  courses  it  offers  are  similar  to  some  of  the  advanced  courses 
given  at  a  European  level  at  La  Hulpe 

• .  Like  IBM  it  favours  the  workshop  approach,  where  the  learning 
process  is  backed  up  by  significant  computing  power  to  assist  the 
students  in  a  hands-on  manner. 

An  area  of  difference  between  the  two  companies  is  that  Learning 
Tree's  user  base  started  out  with  a  significant  bias  towards  the 
engineering  professional.  IBM's  on  the  other  hand  has  always  been 
more  heavily  inclined  towards  the  normal  commercial  IS 
professional. 

In  terms  of  customer  overlap,  both  companies  are  now  targeting  the 
top  1000  companies  in  Europe. 

Approaches  to  this  company  for  the  purpose  of  furthering  any 
alliance  or  acquisition  negotiations  would  have  to  be  made  to  the 
US  principals,  where  the  major  decision  making  power  lies. 
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MANAGEMENT  CENTRE  EUROPE 

Rue  Caroly  15 
1040  Brussels 
Belgium 

Tel:  +32-2-516-19-11 
Fax:  +32-2-511-30-31 


Company  Status:  Non  -Profit 
Chairman: 

Chief  Exec:  Domenico  Fanelli,  Managing 
Director 

Employees:  100  full-time  est. 
Revenue  (FYE  31-1 2-92) :$26  million 
Company  Status:  Affiliate 
Shareholders:  AMA. 


The  Company         Management  Centre  Europe  (MCE)  was  set  up  in  1962  by  the 

American  Management  Association  (AMA)  of  which  it  is  now  the 
international  HQ.  It  has  developed  autonomously  since  then.  It 
deals  with  management  training  and  development  but  a  major  topic 
is  strategy.  MCE's  business  is  to  inform  top  management  as  well  as 
to  train  managers  in  general. 

Unlike  the  AMA  in  the  USA,  MCE  addresses  middle  to  top 
management.  AMA  tends  to  concentrate  on  the  supervisory  to 
middle  management  level. 

MCE  is  part  of  a  network  of  such  organisations  in  Asia,  the  Middle 
East,  and  in  North  America.  These  act  as  a  resource  for  lecturers 
and  help  give  MCE  a  global  view.  In  this  connection  an  MCE  office 
is  being  established  in  Japan. 

MCE  is  set  up  on  a  not-for-profit  basis.  It  aims  to  cover  costs  and 
make  a  surplus  to  maintain  facilities.  It  plans  to  move  to  new 
premises  in  1995  when  a  new  purpose-built  facility  will  be 
inaugurated.  Surpluses  are  also  required  for  purposes  of  research  to 
keep  abreast  of  current  developments. 

Its  role  is  to  bring  concepts  to  daily  reality  as  far  as  possible,  mixing 
the  world  of  abstraction  with  the  experience  of  practising  managers. 
It  has  no  permanent  faculty.  Its  presentations  are  made  by  people 
"in  the  hot  seat"  or  from  companies  who  are  making  significant 
contributions  to  a  particular  discipline  or  area  of  management. 

MCE  does  not  see  itself  as  an  academic  institution,  distinguishing 
itself  by  the  comparative  ease  with  which  it  can  move  into  a  new 
area  because  it  is  not  restricted  by  having  faculty. 
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Key  Activities 

MCE  runs  in  excess  of  300  programmes  amiually  for  9,000 
delegates  from  throughout  Europe.  The  turnover  is  (based  on 
figures  supplied  by  MCE  of  9,000  participants  at  an  average  of  BF 
90,000)  approximately  £16.5M  ($26.0  miUion). 

The  programmes  may  be  grouped  as  follows: 

'  Major  Events  and  Conferences 

•  Leading  Authority  Programmes  (e.g.,  Dnicker  on  Management) 

•  Management  Programmes 
Programme  Direction 

MCE  Operations  Division  is  responsible  for  planning  and  running 
programmes.  The  key  executives  are  the  Programme  Directors 
whose  main  task  is  to  keep  in  touch  with  the  market  place.  They 
operate  classic  market  monitoring  techniques,  relying  heavily  on 
user  groups  from  among  their  clients  and  non-clients  to  establish 
the  main  personal  and  company  issues  in  their  area  of 
responsibility. 

The  nine  Programme  Directors  work  within  the  major  management 
disciplines: 

•  Personnel 

•  Finance 

•  Sales 

•  Marketing 

•  Information  Technology 

•  Operations 

•  Logistics 

•  Legal 

•  Corporate  Strategy. 

They  are  responsible  for  all  programmes  including  conferences. 
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Exhibit  1  shows  the  programme  categories  from  the  1993  brochure. 
Exhibit  1 

Manaaement  Centre  Europe 
 Programme  Categories  including  Conferences:  

General  Management  (20  titles) 

Personal  Management  Skills  (10  titles) 

Financial  Management  and  Strategy  (14  titles) 

Banking  Strategy  and  Management  (2  titles) 

Marketing  Management  and  Strategy  (1 6  titles) 

Sales  Skills  and  Management  (7  titles) 

Corporate  Legal  Issues  (4  titles) 

Human  Resources  Management  (12  titles) 

Management  Development  and  Training  (3  titles) 

Operations  Management  (1 3  titles) 

Information  Systems  (4  titles) 

Purchasing  and  Supply  Management  (4  titles) 

Specialised  events  for  sectors  eg.  pharmaceutical  (7  titles) 

Executive  Secretary  development  (1 3  titles) 

Insurance  and  Risk  Management  (3  titles) 

Strategic  Planning  and  Management  (8  titles) 

Organisational  Structure  and  Culture  (7  titles) 

Negotiation  Strategy  and  Skills  (3  titles) 

Mergers,  Acquisitions  and  Alliances  (3  titles) 

Customer  Service  and  Quality  (5  titles) 

Creativity  and  Innovation  (3  Titles) 
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Exhibit  2  shows  the  MCE  programmes  on  IT.  These  programmes 
appear  under  the  Informations  Systems  heading  within  the  MCE 
offering  for  1993  (first  half). 

Exhibit  2 

IT  AT  MCE 


Building  Corporate  Competitive  Intelligence  Information: 

A  seminar  chaired  by  Ruth  Stanat  CEO  of  SIS  Int.  and  given  by  speakers 
who  are  European  Corporate  and  Consultancy  Executives  who  have 
successfuly  established  Corporate  Intelligence  Networks. 

Management  Strategies  for  Information  Technology: 

A  two  day  seminar  given  by  Michael  Earl,  Andersen  Consulting  Professor  of 
Information  Management  at  London  Business  School. 

Shaping  Business  Success  through  Information  Technology: 

A  two  day  seminar  in  London.  Given  by  Peter  G  W  Kean  for  Executive 
Director  of  the  International  Center  for  Information  Technology. 

Implementing  Information  Systems  Strategies: 

A  course  given  by  Robert  Galliers  Lucas  Professor  of  Business  Systems  and 
Engineering  at  Warwick  Business  School  and  Tapio  Reponen  Professor  of 
Informations  Systems  at  the  Turku  School  of  Economics  and  Business 
Administration  in  Finland. 

Stategic  Transformation  through  Information  Technology  'The  first  global 
conference"  on  information  management  -  with  16  speakers  taken  from  user 
companies,  suppliers  and  consultancies. 

Information  Technology:  the  Critical  Role  of  Senior  Management: 

A  seminar  given  by  Trevor  Nicholas  formerly  Chief  Information  Officer  of 
Barclays  Bank  UK. 

Developing  and  Implementing  IT  Infrastructure  Strategy: 
A  two  day  seminar  given  by  Art  Benjamin. 
Information  Technology  and  Planning  and  Cost  Effectiveness: 
A  course  presented  by  Canmore  Consultants  Ltd. 
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In-House  Programmes 

In  addition  there  is  an  in-house  training  activity  in  which  140  to  180 
programmes  a  year  are  run.  These  vary  from  basic  levels  up  to 
strategic  levels.  The  services  provided  by  the  In-House  Division, 
which  operates  separately  from  Programmes,  use  many  of  the  same 
external  presenters,  coordinated  through  the  Programme  Directors. 
The  range  includes  standard  courses  which  are  presented  in- 
company  to  a  large  number  of  participants  through  to  the  quasi- 
replacement  of  a  management  development  function  within  an 
organisation. 

Resources 

MCE  has  92  staff  split  between  marketing,  programme  direction 
and  facilities.  The  issue  of  logistics  is  very  important. 

MCE  in  1993  is  organising  16  major  events  and  conferences 
including,  for  example,  the  International  Human  Resource 
Conference  in  Lisbon  with  nearly  300  registrants  and  20  speakers. 
More  than  half  the  events  take  place  in  centres  outside  Belgium. 

Audience 

Approximately  33%  of  participants  are  in  the 
administration/secretarial  category.  This  reflects  a  successful  group 
of  programmes  for  senior  secretaries  designed  to  complement  those 
attended  by  their  bosses,  thus  ensuring  that  all  members  of  the 
senior  management  team  have  a  common  understanding  and 
approach. 

Twenty-five  percent  of  participants  are  in  the  category  of 
CEO/MD/GM,  whilst  the  remaining  45%  are  spread  across 
business  functions. 

Predominently  participants  come  the  UK,  Benelux  and  Scandinavia, 
possibly  because  these  countries  are  traditionally  very  export 
minded  and  open  to  exchange  of  ideas  from  outside,  and  the  MCE 
programmes  in  English  are  acceptable.  Delegates  from  France, 
Germany  and  other  parts  of  Europe  are  much  fewer  in  number. 
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In  terms  of  focus  on  industries  the  chemical  sector  has  been  a 
source  of  many  clients  for  MCE  which  sees  the  driver  as  the  sector's 
rapid  growth.  In  general,  industries  in  which  rapid  growth  is  taking 
place  will  send  more  participants  than  other  industries.  Consultants 
(the  no.  2  category)  will  tend  to  come  to  information  events  such  as 
conferences  in  order  to  find  out  what  is  going  on.  Electronics  (no. 
3),  pharmaceutical  and  small  manufacturing  companies  in  other 
sectors  also  tend  to  come  to  MCE,  Growth  is  the  key  factor.  MCE 
has  never  had  success  with  companies  whose  products  are  on  the 
down  side  of  the  life  cycle. 

In  terms  of  size,  the  bigger  companies  tend  to  use  MCE  for 
information  events  rather  than  for  training,  in  which  they  would 
have  their  own  departments.  On  the  other  hand  there  are  a  lot  of 
executives  who  escape  from  the  company  management  development 
scheme  and  make  a  break  for  an  independent  view  of  the  process. 
MCE  can  offer  objectivity.  MCE  can  offer  the  advantage  of 
attracting  people  from  a  large  cross  section  of  industries  and 
therefore  it  enables  participants  to  get  a  wider  view  than  there  is 
available  from  their  own  in-house  development  programme. 

Analysis  and  Trends 

Activity  and  revenue  are  mainly  spread  evenly  across  the 
programme  areas.  However  one  programme  stands  out  in  terms  of 
its  ability  to  attract  participants,  namely  Fundamentals  of  Finance 
for  Non-Financial  Executives.  It  runs  16  times  a  year  and  has  been 
translated  into  French. 

In  terms  of  trends,  the  major  issue  is  that  managers  are  increasingly 
required  to  be  multi-disciplinary.  This  is  a  response  to  de-layering 
and  down-sizing  and  to  the  restructuring  of  all  sections  of  industry 
and  commerce. 

Managers  are  now  required  to  know  much  more  about  all  sides  of 
the  business.  They  have  more  work  and  less  time  to  do  it.  Training 
therefore  has  to  be  more  efficient  and  effective. 

Many  of  the  managers  now  have  been  to  business  school  or  have 
some  other  academic  qualification.  As  a  result  MCE  is  dealing  less 
with  the  basics  of  management.  Expectations  are  high,  managers 
are  'further  down  the  path'.  Advanced  issues  are  more  in  demand. 
Also  women  are  increasingly  numerous  among  participants, 
particularly  in  the  fields  of  marketing  communications  and  human 
resource  management. 

A  further  trend  is  the  requirement  placed  on  MCE  by  customers  to 
get  from  concept  to  operational  reality  as  quickly  as  possible. 
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In  the  field  of  IT,  MCE  does  not  try  to  compete  with  the  technical 
experts  in  the  IT  training  field.  So  the  focus  is  on  the  strategic 
issues  in  IT  for  the  non-IT  specialists. 

An  important  factor  is  the  increased  penetration  of  IT  responsibility 
into  areas  of  management  outside  the  traditional  IT  department. 
Now  the  user  department  is  much  more  concerned  to  justify  the 
necessary  investment  in  IT.  Increasingly  the  IT  department  has  to 
share  responsibility  with  others  for  establishing  the  IT  strategy. 

Trends  in  the  IT  programmes  area  reflect  the  issues  of: 

•  Integration  of  IT  strategy  into  the  general  strategy  of  the 
organisation. 

•  Evaluating  investment  in  IT 

•  Fast  pace  of  development  in  IT 

•  IT  as  a  creative  tool  in  competition. 

IT  programmes  tend  to  appeal  to  all  the  target  audiences. 

In  terms  of  penetration  into  the  IT  industry  MCE  has  had  the  same 
sort  of  success  as  with  other  relevant  growth  industries,  but  not  as 
much  as  it  would  have  liked  to  have  with  programmes  specifically 
for  the  IT  industry.  Programmes  which  give  IT  industry  executives 
the  opportunity  to  mix  with  user  organisations  seem  more  attractive 
to  the  IT  industry. 

INPUT  Assessment 

Quantitative 

With  European  revenues  of  around  $26  million  in  1992,  MCE  has  a 
0.1%  market  share  of  the  total  external  expenditure  on  training  in 
Europe.  In  the  narrower  market  sector,  within  which  it  positions 
itself,  for  top-end  seminars  and  conferences  it  has  a  larger  but  still 
very  small  share  of  0.4%.  The  continuing  growth  prospects  for  this 
firm  are,  in  INPUTs  opinion,  good  and  this  is  due  to  the  trend 
toward  flatter  corporate  organisation  structures.  This  causes 
managers  in  business  units  to  require  a  wider  set  of  skills  in  order  to 
survive  when  central  support  has  been  removed.  MCE  has 
positioned  itself  to  provide  the  type  of  multi-disciplinary  training  to 
fill  this  gap. 
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Qualitative 

MCE  would  make  an  ideal  acquisition  candidate  for  IBM,  because 
of  the  self-contained  and  highly  professional  nature  of  its  culture. 
The  organisation  is  at  this  time  feeling  the  strain  of  pursuing  its 
chosen  sector,  which  is  highly  specialised  and  dependent  upon  the 
recruitment,  motivation  and  management  of  staff  from  a  wide  range 
of  backgrounds.  IBM  could  bring  to  the  table  a  significant  amount 
of  financial  muscle.  The  obstacles  and  dangers  likely  to  be 
perceived  within  the  MCE  organisation  are: 

•  Would  the  IBM  culture  swamp  that  of  the  acquired  body  with  too 
much  'bureaucracy'? 

•  Can  such  a  merger  be  achieved  on  a  purely  European  level? 

•  Can  we  retain  our  not-for-profit  status? 
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SLIGOS    ^  Chairman  and  CEO:  Gerard  Bauvin 

Centre  d'IngOnierie,  Documentation  and    General  Manager:  Henri  Pascaud 
Formation  ^  Status:  Public 

DOpartement  de  I'lngOnierie  du  Number  of  Employees:  5,421 

Changement  Revenue  (FYE  31-12-91):  FF  3.21  billion 

Address:  Tour  Anjou 
33  quai  de  Dion  Bouton 
Puteaux  92814  France 
Tel:  +33-1-46-93-50-05 
Fax:  +33-1-47  73  07  63 


Relationship  with  SLIGOS  Group 

SLIGOS  IT  services  are  organised  on  a  matrix  basis.  There  are  the 
units  dealing  directly  with  vertical  markets  such  as  public  sector, 
banking,  insurance,  industry  and  the  service  sector.  They  offer 
some  strategic  advice  but  mainly  advice  on  implementation  of 
computer  systems.  There  is  also  an  activity  in  facihties 
management. 

The  other  side  of  the  matrix  is  formed  by  a  number  of  units  known 
as  Centres  of  Competence,  or  Service  Development  Centres, 
concerned  with  leading  edge  aspects  of  technology  such  as  artificial 
inteUigence,  UNIX,  telecommunications.  These  centres  work  in  all 
vertical  markets  in  collaboration  with  the  consultants  there.  They 
are  grouped  in  the  DOpartement  Diversification  et  Innovation 
within  the  Division  Secteur  Public  et  ROseaux  whose  director  is  M. 
Stephen  Stepanian. 

One  of  the  Centres  of  Competence  is  CIDF  (Centre  dTngOnierie, 
Documentation  and  Formation.)  The  department  used  to  be 
involved  only  in  training  but  since  it  has  been  recognised  that 
training  is  one  of  the  elements  in  the  management  of  change  in 
client  companies  its  activity  is  referred  to  as  'L'ingenierie  du 
changement'  or  change  management.  It  operates  almost  entirely  in 
connection  with  the  introduction  of  computer  systems. 
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CIDFS  Key  Activities 

The  four  key  activities  of  tlie  Department  are: 

•  Documentation 

'  Training  (very  closely  linked  together  and  relating  to  both  IT 
professionals  and  users). 

•  Organisational  advice  (dealing  with  the  impact  of  IT  on  the 
structure  of  organisations) 

"   Communication  (the  managed  release  of  information  to  all  those 
involved  in  the  new  computer  system). 

The  balance  of  importance  of  these  services  and  the  need  to  deploy 
them  in  a  given  context,  will  depend  upon  the  circumstances  of  the 
particular  appHcation.  In  some  cases,  the  client  may  require  not 
much  more  than  a  series  of  in-company  training  courses.  In  other 
cases  SLIGOS  clients  have  benefitted  from  a  combination  of  two  or 
more  activities  to  achieve  effective  applications  or  the  introduction 
of  new  methods  particularly  among  IT  professionals.  Clients  include 
major  organisations  in  private  and  public  sectors. 

There  is  an  established  programme  of  public  courses.  The  course 
titles  are  shown  in  Exhibit  1. 
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Exhibit  1 

Centre  d'Ingenierie,  Documentation  and  Formation 
 Training  Courses: 


Projects  and  l\/lethods 

Project  Management:  Technical  Aspects 
Project  Management:  Interpersonal  Issues 
Project  Management:  Costing 
Project  Management:  Legal  Aspects 
Project  Planning  and  Control 
Controlling  an  Artificial  Intelligence  Project 

MERISE:  Basic  Concepts 

MERISE:  The  Initial  Study 

MERISE:  Functional  Design 

MERISE  for  Users 

Functional  Analysis  and  Testing 

Structured  Programming 

Client/Server  Methods  Introduction 

Object  Oriented  Design 

Documentation  of  information  Systems 

Producing  a  Documentation  Plan 
Documentation  for  Users 
Editing  Documentation 

Micros 

Introduction  to  Micros  (4  titles) 
Word  Processing  (7  titles) 
Spreadsheets  (5  titles) 
Security  on  Micros 

Development  Tools 

C  Language 

Object  Oriented  Programming 
UNIX  (4  titles) 
OS/2  (4  titles) 
DBMS  (8  titles) 

Other  Topics 

Train  the  Trainers 
Managing  Non  IT  Projects 
The  IT  Correspondent" 
Accounts  for  IT  Professionals 


These  courses  are  marketed  by  traditional  methods  which  rely 
heavily  on  a  standard  brochure  or  catalogue  from  which  clients 
purchase  by  mail-order.  The  new  range  of  activities  is  very  much 
more  of  a  consultancy  nature  and  involves  extensive  work  with 
customers  who  are  mainly  already  cHents  of  the  SLIGOS  Group. 

CIDF  still  continues  to  offer  the  standard  courses  out  of  the 
catalogue,  but  the  pubHc  course  business  in  France  is  on  the 
decline.  This  is  related  to  the  economic  circumstances  over  the  last 
two  to  three  years.  The  halcyon  days  of  people  being  sent  on 
courses,  because  there  was  budget  to  spend,  are  gone. 
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On  the  other  hand  in-company  courses  are  holding  up.  MERISE 
courses  in  particular  are  more  and  more  in  demand.  But  the 
increase  in  in-company  training  does  not  compensate  for  the  drop  in 
public  course  training. 

In  terms  of  personnel  the  training  activity  is  very  restricted.  Courses 
are  all  run  by  in-house  staff  who  are  all  practising  consultants  in  the 
various  operational  areas.  For  example  SLIGOS  has  150  people 
competent  in  UNIX  and  a  UNIX  course  would  be  run  by  one  of 
them.  Project  Management  courses  are  run  by  CIDF  staff. 

There  is  one  administrator  in  the  department  who  organises 
mailings.  There  are  only  15  consultants  or  trainers.  Training  aids 
are  produced  locally.  The  central  communications  department  is 
used  as  a  sub-  contractor  in  the  production  of  brochures. 
Development  of  courses  is  not  specifically  provided  for.  They  tend 
to  evolve  out  of  the  experience  of  working  with  clients. 

CIDF  Revenues  in  1992 

The  following  was  the  breakdown  given: 

•  Public  courses  FF1.2m 

•  In-house  courses  •  FFL5  m 
°  Training  in  change  management     FF2.0  m 

•  Other  consulting  revenue  FF10.3  m 

•  Total  Department  Revenue        FF15.0  m. 
Trends 

Public  courses  have  not  got  a  great  future.  In-house  courses  will  go 
on  increasing.  COBOL  is  now  finally  dead.  The  growth  area  is  in 
cHent/server,  relational  data  base  and  project  management. 
Methods  are  going  to  become  more  important  relatively  than 
technical  issues,  as  the  tools  themselves  become  more  intelligent. 
"You  can  learn  the  tools  very  quickly;  it  is  putting  them  into  practice 
that  is  the  problem." 
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Other  Training  Activities  in  SLIGOS 

There  are  three  centres  involved  with  education  within  the  SLIGOS 
Group  besides  CIDF: 

•  Institut  Productique  SLIGOS 

•  Training  Centre  for  Big  Systems 

•  CMG  Training  Institutes  for  Micros 

Exhibits  2,  3  and  4  give  some  indication  of  their  activities. 
Exhibit  2 

 SLIGOS  Training  Courses  

Institut  Prcxluctique  SLIGOS:  This  is  a  forum  for  excfiange  of  ideas  between 
Industry,  researchers  and  teachers.  It  organises  among  other  things 
seminars  focused  on  manufacturing  production,  within  the  Division  Industrie. 

Exhibit  3 

 SLIGOS  Training  Courses 

Training  Centre  for  Large  Systems  Production  and  Re-Engineering  Division 

•  MVS  System  (8  titles) 

•  TSO  System  (5  titles) 

•  CICS  (4  titles) 
Databases  (4  titles) 
Languages  (6  titles) 

•  SMS  and  Subsystems  (3  titles) 

The  Production  and  Re-Engineering  Division  (Division  IngOnierie  de 
Production  et  de  ROnovation)  deals  with  IT  production  issues  and  with 
migration  between  platforms. 
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Exhibit  4 

 SLIGOS  Training  Courses 

CMG  Training  Institutes  for  Micros  in  Paris,  Lille  and  Rennes. 

IBM/Compatible 

Micro  Environments  (6  titles) 
Word  Processing  (1 1  titles) 
Spreadsheets  (10  titles) 
Project  Management  Packages  (1  title) 
Databases  (8  titles) 
Integrated  Packages  (6  titles) 
New  Package  Versions  (5  titles) 
Graphics  (5  titles) 
DTP  (2  titles) 

Macintosh 

Micro  Environments  (2  titles) 

Word  Processing  (5  titles) 

Spreadsheets  (2  titles) 

Project  Management  Packages  (4  title) 

Databases  (6  titles) 

Integrated  Packages  (1  title) 

New  Package  Versions  (3  titles) 

Graphics  (4  titles) 

DTP  (3  titles) 

Networks 

Network  Environments  (4  titles) 

Network  Administration  Basics  (6  titles) 

Network  Administration  Advanced  (3  titles) 

Network  Integration  (1  titles) 

Novell  Networks  (2  titles) 

LAN  Manager  Networks  (2  titles) 

Others 

OS/2  Users  (2  titles) 
UNIX  (5  titles) 
CAD  (4  titles) 


CMG  is  a  trainer  accredited  by  Apple,  Borland,  Microsoft,  and 
WordPerfect,  and  is  a  reseller  or  distributor  for  Apple,  Compaq, 
HP,  IBM,  Microsoft,  and  Novell. 
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INPUT  Assessment 
Quantitative 

SLIGOS'  estimated  training  revenues  in  Europe  are  the  smallest  of 
any  company  in  the  sample.  The  significance  of  training  within  the 
group,  as  seen  by  the  outside  onlooker,  is  minimised  by  being  split 
between  four  different  centres.  All  revenues  from  training  are  in 
the  IT  Training  sector,  and  the  $4  million  estimated  is  less  than 
0.2%  of  the  market  in  Europe. 

Growth  prospects  for  SLIGOS,  however,  look  good.  The  group  was 
ranked  10th  in  INPUTs  1992  list  of  the  Top  10  independent 
European  services  companies.  (This  was  down  from  its  position  of 
7th  in  the  1991  ranking,  but  purely  because  some  of  SLIGOS' 
revenues,  that  part  associated  with  the  production  of  credit  cards, 
was  re-assigned  outside  the  IT  industry  and  into  the  Manufacturing 
sector.)  The  group  lies  18th  in  the  ranking,  which  includes  both 
equipment  suppliers  and  the  independents. 

Qualitative 

Although  the  company  has  in  the  past  been  noted  for  the  quality  of 
its  management  and  strategy,  it  is  beginning  to  look  more  like  a 
candidate  for  merger  or  acquisition  as  larger  and  more  powerful 
groups  emerge  at  the  top  of  the  ranking  table.  From  a  purely 
training  standpoint,  SLIGOS  is  of  little  interest  to  IBM.  As  a  total 
acquisition  it  could  prove  very  attractive,  always  assuming  its  major 
shareholder,  the  Credit  Lyonnais,  and  the  French  Administration 
could  be  induced  to  accept  its  passing  into  the  ownership  of  a 
foreign-owned  multi-national.  This  might  not  be  any  more  difficult 
than  trying  to  acquire  a  group  like  CGI,  which  was  given  a 
shareholding  structure  at  the  time  of  its  management  buy-out  which 
was  intended  to  be  takeover-proof. 
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VOLMAC  NEDERLAND  BV 

Top  Training 

Daltonlaan  100 

3584  B J  Utrecht 

Netherlands 

Tel:  +31-30-52-66-25 

Fax:  +31-30-52-66-26 


Chief  Executive:  Mr.  Duyvendak 
Chairman:  G.G.  Dohmen 
Director:  R.  van  Ommeren 
Employees:  3,000  in  Netherlands 
Revenue  (FYE  31-12-92)  DFL  500M  est. 
Company  Status:  Division  of  Volmac 

Nederland  bv 
Shareholders:  Volmac  Software  Groep  nv 


Relationship  with  Group 

From  13th  April  1993  the  planned  integration  of  Cap  Gemini  Sogeti 
and  Volmac  interests  in  the  Benelux  countries  will  become 
effective. 

The  Dutch  companies  which  are  to  be  integrated,  employing  a  total 
of  around  3,200  staff,  will  become  part  of  a  single  new  company 
called  CAP  Volmac  BV.  The  new  company  will  have  six  market 
orientated  divisions  with  an  average  of  450  employees  per  division. 
The  aim  is  to  combine  information  technology  expertise  with  an 
understanding  of  the  clients*  markets  and  businesses. 

There  will  also  be  two  divisions  which  combine  skills  and  expertise 
which  are  not  related  to  a  particular  market  sector,  covering  such 
areas  as  training,  -  including  the  activities  of  Top  Training  - 
methods  and  techniques,  quality  management  and  tools,  as  well  as 
marketing  support,  profiling  and  development  of  special 
information  technology  expertise. 

This  organisational  structure  would  enable  Cap  Gemini  to  bridge 
the  gap  between  the  rapidly  changing  technology  and  the  constantly 
shifting  market  in  which  its  clients  operate. 

A  similar  integration  process  will  be  started  up  covering  the  Belgian 
CAP  and  Volmac  companies. 

Key  Activities 

Top  Training  has  always  been  a  major  supplier  -  the  first  service 
company  vendor  and  a  rival  to  IBM  for  the  leading  overall  position 
-  in  the  Dutch  training  market.  When  merged  with  the  Cap  Gemini 
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training  company,  Pandata  Instituut,  it  will  be  in  a  dominant 
position. 

It  has  an  original  style,  possibly  unique,  in  professional  training 
derived  from  its  early  experience  of  developing  its  own  staff. 
Indeed  it  still  uses  the  approach  internally,  as  well  as  -  since  1975  - 
offering  clients  a  service  based  on  it. 

Top  Training  Offering 

Top  Training  run  workshops  on  a  rather  unique  basis.  To  keep 
them  practical,  a  presenter  may  not  talk  for  more  than  twenty 
minutes  at  a  session.  The  thing  must  then  be  opened  up  to  the 
group.  Workshops  are  orientated  towards  awareness  and  not  to 
hard  skills. 

In  contrast,  the  professional  training  is  highly  practical  and  aimed  at 
making  the  student  self  sufficient,  ie.  able  to  perform  the  precise 
task  expected  of  him  or  her  by  the  client's  line  management. 

Top  Training  also  provides  seminars  and  on-the-job  training  and 
some  educational  consultancy.  It  does  not  target  user  training  but 
takes  projects  with  a  particular  customer  where  this  is  required,  in 
which  case  it  is  integrated  into  the  whole  systems  life  cycle. 

Professional  Training  and  Workshops 

Professional  training  as  delivered  by  Top  Training  is  distinct  from 
normal  methods  of  classroom  training. 

•  It  is  not  done  for  a  group  but  for  an  individual. 

•  The  educator  is  a  coach  and  not  lecturer,  presenter  or  teacher. 

•  It  aims  to  integrate  skills  where  these  are  required  in 
combination  with  real  life  situations. 

So  the  learning  process  through  which  the  student  proceeds  involves 

•  Study  mainly  of  textual  material  developed  by  Top  Training 
exercises  which  are  as  practical  as  possible 

•  Extensive,  controlled  trial  and  error  to  establish  need  for 
techniques 

•  Coaching  sessions  to  review  and  direct  the  students'  efforts. 
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This  takes  place  in  purpose-built  learning  rooms  equipped  with 
PCs/work  stations  grouped  together  and  with  space  available  for 
individual  private  coaching  sessions.  Such  sessions  are  booked  on  a 
computer  system  which  allows  for  a  number  of  students  to  be  dealt 
with  within  the  same  elapsed  time  and  on  an  individual  basis.  The 
student  will  not  necessarily  get  the  same  coach  each  time,  but  he  or 
she  uses  the  coach's  services  on  demand. 

The  whole  system  is  organised  by  reference  to  the  client's 
description  of  the  job  to  be  performed  by  the  student  on  completion 
of  the  training.  Based  on  standard  material,  the  learning  experience 
can  be  tailored  in  terms  of  content,  timing  and  emphasis.  Feedback 
is  given  to  the  student  and  client.  Follow-up  meetings  between 
coach  and  student  take  place  on  site. 

Advantages  are  claimed  for  the  method  in  terms  of  the  effectiveness 
of  the  training.  They  arise  partly  from  the  method  itself  and  partly 
from  the  commitment  which  the  participating  chent  has  to  make  to 
it. 

It  has  additional  advantages  to  clients  of  Top  Training  in  that  both 
Volmac  staff  and  client  staff,  working  on  the  same  project  together, 
will  have  a  common  approach  having  been  trained  essentially  on  the 
same  system. 

Exhibit  1  shows  the  subjects  covered  in  Top  Training  Workshops 
and  Professional  Courses. 
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Exhibit  1 


Volmac  Top  Training 


Courses/Workshops  offered:- 

Information  Analysis. 

(10  titles) 

Functional  Design. 

(9  titles) 

Teclinical  Design. 

(8  titles) 

Programming. 

(50  titles) 

Data  Base  Management  Systems/  Query  Languages. 

(8  titles) 

TP  Monitors. 

(6  titles) 

Development  Tools. 

(7  titles) 

Object  Oriented  Technology. 

(9  titles) 

Technical  Information  Systems. 

(4  titles) 

Information  Control. 

> 

(3  titles) 

Project  Management. 

(5  titles) 

EDP  Auditing. 

(1  title) 

Database  Administration. 

(4  titles) 

Administrative  Organisation. 

(3  titles) 

Interpersonal  Skills. 

(1  title) 

Work  Preparation  (MVS  and  VSE). 

(2  titles) 

IT  for  Management  and  Users 

(18  workshop  titles) 

System  Maintenance 

(6  titles) 

PC  Packages. 

(10+  titles) 

Operational  Issues 

Training  takes  place  in  a  purpose-built  centre  in  Utrecht  with  rooms 
which  can  accommodate  as  many  as  20  students  at  one  time.  There 
are  approximately  80  coaches  who  stay  only  about  two  years  before 
being  re-assigned  to  hands-on  duties  in  another  Volmac  Division. 
This  recycling  process  serves  the  interests  of  personal  development 
and  helps  refresh  the  immediate  relevance  of  the  coaching  team's 
practical  experience. 
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The  centre  is  used  by  some  100  of  Volmac's  clients.  There  are  a 
further  100  who  may  use  Top  Training  in  more  traditional  forms  of 
training  (workshops  etc). 

Workshops  are  mainly  run  for  an  individual  customer  on  an  in- 
house  basis  "to  get  everybody  onto  the  same  wavelength."  Often 
they  are  organised  for  very  small  groups,  for  example  as  an 
orientation  or  introduction  session  for  a  new  departmental  head  in 
a  client  organisation. 

The  theoretical  base  of  the  training  comes  in  from  the  skills  centres 
in  other  parts  of  Volmac.  Commonly,  input  is  in  the  form  of  a 
manual  which  the  trainers  rework  into  the  required  format  in 
consultation  with  the  skill  centre  concerned.  Top  Training  has  a 
formal  methodology  for  managing  the  development  or  acquisition 
of  training  materials. 

Marketing  is  done  by  a  second  level  salesman  working  with 
salesmen/consultants  in  other  Volmac  divisions. 

Trends 

External  revenue  for  1991  was  NLG  31m  and  for  1992  including 
Pandataitwillbe  NLGSlm.  Growth  has  been  absent  in  the  last 
few  years  and  none  is  forecast  for  the  immediate  future. 

Top  Training  professional  training  programmes  have  tended  to 
remain  in  demand  and  have  been  difficult  for  competition  to  attack. 
They  are  not  easily  replicated  since: 

•  They  are  used  by  cHents  who  are  linked  into  Volmac  through 
other  activities; 

•  Their  costs  to  the  client  are  not  readily  compared  with  standard 
offerings  from  alternative  sources; 

•  Clients  are  committed  at  a  number  of  levels  and  points  in  their 
organisation. 

The  challenge  for  the  future  is  to  understand  the  changing  market 
place.  Training  statistics  published  by  EXIM  (the  Dutch  body 
which  controls  IT  examinations)  indicate  a  decline  in  students  over 
the  last  three  or  four  years  by  about  30%  pa.  The  decline  seems  to 
have  levelled  out  recently. 

Since  the  statistics  refer  to  examination-based  courses  the  lower 
figures  may  simply  reflect  the  immobility  of  labour  in  the  IT  market. 
Employers,  who  pay  the  fees  for  many  of  the  students  on  the  exam.- 
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based  courses,  are  probably  keener  to  invest  in  courses  where  they 
know  they  will  get  value  and  this  is  why  Top  Training  has  been  able 
to  hold  its  own. 

For  the  future,  the  major  issue  is  the  management  of  change.  Top 
Training  has  developed  skills  to  meet  requirements  in  this  area  and 
its  style  of  training  is  well  adapted  to  assist  change  programmes.  It 
claims  to  cover  client  needs  from  the  corporate  down  to  the 
individual  level  and  do  it  in  exactly  the  right  way. 

The  other  major  challenge  is  to  demonstrate  return  on  investment 
for  clients.  Top  Training  clients  tend  to  be  less  able  or  less  inclined 
to  make  comparisons  between  its  offering  and  alternative  suppliers. 
On  the  other  hand  it  is  a  major  decision  for  the  client  to  use  the 
company,  for  the  very  reason  that  it  has  a  unique  offering  from 
which  it  is  not  so  easy  to  switch.  In  addition  the  client's 
organisational  commitment  to  Top  Training  is  greater  than  would 
be  the  case  for  alternative  suppliers  offering  services  more  typical  of 
the  market  place^ 

Top  Training  plans  to  make  'return  on  investment'  the  basis  of 
charging  customers.  It  would  like  to  be  the  first  to  say  that  fees  will 
be  determined  by  the  increase  in  a  client's  productivity  achieved  as 
a  result  of  training.  This  requires  a  methodology  to  be  developed 
for  calculating  the  return,  having  regard  to  efficiencies  both  before 
and  after  training.  The  first  contract  is  expected  to  be  signed  this 
year. 

In  another  development  Top  Training  plans  a  high-level  course  on 
banking  which  is  aimed  at  both  the  IT  professional  and  bankers 
with  a  considerable  input  from  senior  bankers  from  outside.  It 
deals  with  banking  from  an  information  standpoint,  but  without 
reference  to  IT.  It  will  take  the  form  of  a  series  of  traditional 
seminars. 

Similar  programmes  on  trade,  transport  and  social  security  are  also 
planned. 

Integration 

The  Cap  Gemini  training  activity  in  the  Netherlands  is  about  66% 
that  of  Top  Training.  Exhibits  2  and  3  show  the  traditional  course 
offerings  and  the  CBT  courses  respectively. 
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Exhibit  2 

Courses  offered  by  Cap  Gemini 
Pandata  Informatica  instituut 


Organisation  and  Information 

(5  titles) 

Project  Management 

(4  titles) 

Quality 

(6  titles) 

System  Development/Development  Models 

(9  titles) 

System  Development  Techniques 

(20  titles) 

Management  of  Information  Systems 

(6  titles) 

User  Participation 

(4  titles) 

Job-oriented  Course  Programmes 

(6  programmes*) 

A  set  of  courses/  workshops  tailored  to  individual  needs  and  supported  by 
an  agreed  plan  are  also  available. 

• 

Exhibit  3 

CBT  Courses  Offered  by  Cap  Gemini  Pandata  Informatica 
Instituut  Under  A  Distribution  Agreement  Witii 
CBT  Systems  UK  Ltd. 

LAN  standards 

(5  titles) 

Networking 

(6  titles) 

Protocols 

(12  titles) 

Data  communications  foundation 

(1  title) 

Relational  databases 

(5  titles) 

Programming 

■ 

(4  titles) 

•  UNIX 

(7  titles) 

Project  management 

(1  title) 

Systems  analysis 

(6  titles) 

The  two  main  topic  areas  are  grouped  under  a  data  communications 
curriculum  and  a  systems  development  curriculum.  There  are  24 
datacomms.  and  22  systems  development  courses. 
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INPUT  Assessment 
Quantitative 

Volmac's  potential  must  now  be  assessed  in  the  light  of  the 
intended  (now  implemented)  merger  of  interests  between  the  group 
and  Cap  Gemini's  other  operations  in  the  Benelux  countries  (chiefly 
Cap  Pandata  in  the  Netherlands  training  area).  As  from  this  month 
the  training  revenues,  from  all  types  of  training,  have  risen  by  65% 
if  one  takes  into  account  the  revenues  of  Pandata  for  the  first  time 
in  1992.  With  almost  $32  miUion  the  Dutch  company  now  holds 
1.2%  of  the  European  market  and  almost  twice  that  share  in  the 
independent  sector. 

Although  growth  in  the  Volmac  training  operations  has  levelled  off 
in  recent  years,  there  is  a  strong  future  inherent  in  the  innovative 
techniques  used  in  the  professional  training  activity  pursued  by  the 
Top  Training  department  within  Volmac.  The  emphasis  here  is  put 
upon  a  personal  interactive  learning  process  with  student, 
computer-based  courseware  and  a  coach  or  tutor  acting,  or 
interacting,  as  a  team  to  achieve  formalised  training  objectives. 

Qualitative 

In  common  with  the  training  operations  of  some  other  companies  in 
this  project  sample,  the  more  unique  elements  in  the  Volmac 
offering  have  evolved  in  response  to  the  internal  requirements  of 
the  projects  being  undertaken  for  the  client  base,  lliis  puts  a 
question  mark  over  the  willingness  of  these  companies  to  part  with 
operations,  which  have  already  cost  a  lot  of  management  effort  to 
perfect  to  their  current  state.  In  Volmac's  case,  one  is  reminded  of: 

•  The  BIS  situation,  where  integration  and  benefit  from  that 
integration  could  become  important  issues  in  any  bid  position 

•  The  Cap  Sesa  situation,  where  just  being  part  of  a  large  group 
could  make  it  difficult  to  persuade  the  other  party  to  negotiate. 

Having  said  that,  it  is  clear  that  Volmac  is  a  well-run  training 
operation,  and  the  only  other  thing  on  the  negative  side  could  be 
the  compatibility  of  the  methodologies  practised  with  any  other 
methodologies  already  present  in  IBM's  training  products/services. 
This  is  the  issue  of  product  overlap,  compatibility  and  synergy.  This 
must  be  examined  closely,  of  course,  when  considering  any  of  the 
firms  in  the  current  sample.  INPUT  is  emphasising  it  particularly  at 
this  point  because  the  people-dependent  elements  of  an  operation 
like  Volmac's  stand  out  more  clearly  than  those  of  a  more  standard 
type  of  training  services  unit. 
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WILSON  LEARNING  GREAT 
BRITAIN  LIMITED 


Company  Status:  Subsidiary  of  Wilson 
Learning,  Minneapolis,  USA 


23  London  End, 
Beaconsfield, 


Chairman:  W.  Williams  (USA) 
Chief  Exec:  D.  Harris  (USA) 
Employees:  5 


Buckinghamshire,  HP9  2HN 


United  Kingdom 
Tel:  0494-678121 
Fax:  0491-678631 


Revenue  (FYE  31-12-92):  $2.2  million. 


The  Group 

Wilson  Learning  Corporation  has  its  world  headquarters  at 
Minneapolis  with  offices  in  twelve  cities  of  the  USA  and 
representation  in  most  major  countries  round  the  world,  including 
Japan. 

Wilson  Learning  is  owned  by  the  Japanese  operation: 

NIPPON  Wilson  Learning  KK  . 

Aoyama  Building,  6th  floor, 

2-3, 1-chome  Kita  Aoyma 

Minato-ku,  Tokyo,  Japan 

Tel:  +81.3.8497.5151 

Fax:  +813.497.1196. 

It  owns  80%  of  the  shares  and  is  thought  to  be  preparing  the 
company  for  a  public  quotation  on  the  Tokyo  Stock  Exchange. 

Worldwide  sales,  ie.  total  billing  to  Wilson  Learning  clients,  are 
estimated  to  be  $200  -  $250  m.  This  would  include  both  direct  sales 
and  those  via  distributors.  Of  this  total  the  largest  single  territory  is 
the  USA.  Turnover  in  Japan  is  $80m. 

Wilson  Learning  has  been  established  for  some  25  years.  It  claims 
that  some  250,000  people  in  25  countries  take  part  in  Wilson 
Learning  programmes  annually  and  that  it  is  therefore  one  of  the 
world's  leading  adult  learning  institutions.  "Students  "  include 
corporate  executives,  managers,  human  resources  specialists,  group 
leaders,  sales  professionals  and  trainees,  and  many  others. 
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The  company  claims  capabilities  in: 

•  Organisational  research,  measurement  and  consulting 

•  Self-assessment  and  individuahsed  feed-back 

•  Assessment  for  selection  and  advancement 

•  Curriculum  and  programme  design 

•  Seminars  and  self-study  programmes,  both  packaged  and  custom- 
designed 

•  Multilingual  translations  and  cultural  adaptations 

•  Current  and  future  job  analysis 

•  Meeting  facilitation  and  consensus-building  skills 

•  Behavioural  simulations 

•  Interactive  media-based  training. 
The  Company 

Wilson  Learning  GB  Ltd  has  been  operational  in  the  UK  for  some 
15  years.  Responsible  to  Minneapolis  directly  for  the  UK,  the 
company  markets  those  of  the  Wilson  Learning  offerings  thought 
appropriate  to  this  market.  It  has  a  small  staff  (five  people) 
including  two  Directors,  of  whom  David  Harris  is  the  Senior 
Director  responsible  for  Business  Development  and  building  the 
distribution  chain.  The  other  director  is  responsible  for  direct 
business  and  for  consultancy  activities. 

Target  revenue  for  1993  in  the  UK  is  $2.2m  and  it  is  planned  to 
increase  this  to  $5m  in  two  years.  It  has  been  established  for  15 
years  but  h2is  not  sought  expansion  until  now.  It  now  sees  the 
possibiHty  of  considerable  organic  growth  in  the  UK  market. 
Wilson  Learning  has  remained  a  small  player  for  a  long  time  but 
the  market  itself  is  very  fragmented  and  there  is  still  room, 
therefore,  for  a  leader  to  emerge.  Wilson  Learning  with  its 
intellectual  and  financial  base  is  well  placed  to  achieve  this  even  at 
this  apparent  late  stage. 

The  revenue  split  in  a  normal  year  is  65%  products  and  35% 
services,  and  currently  35%  is  through  direct  sales  and  65%  through 
distributors.  The  contribution  from  distributors  is  likely  to  expand 
as  their  numbers  increase  from  the  current  five  to  the  planned  30. 
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The  basic  offering  of  Wilson  Learning  is  a  series  of  highly 
interactive  programmes  in  seminar  format.  All  are  centred  around 
personal  skills  development.  Wilson  Learning  uses  the  image  of  a 
bicycle.  The  two  areas  of  skills/knowledge  which  are  important  for 
success  could  be  compared  with  the  two  wheels: 

•  The  back  wheel  represents  technical  skills;  Wilson  Learning  has 
nothing  to  do  with  that  directly 

'  However,  the  guidance  towards  success  comes  from  the  personal 
skills  ('the  front  wheel')  and  this  is  the  area  of  Wilson  Learning's 
activity. 

Typically  a  workshop  would  include  a  preliminary  diagnostic 
instrument  intended  to  establish  some  benchmark  of  the  delegate's 
current  level  of  achievement  or  performance.  A  salesman  might  be 
scored,  in  relation  to  the  behaviours  relevant  to  the  course,  by  his 
customers  in  advance  of  the  workshop.  A  database  is  maintained  in 
MinneapoUs  against  which  individual  profiles  can  be  compared  -  not 
as  a  matter  of  selection  or  de-selection  for  the  course  or  for  the  job 
but  as  a  means  of  tailoring  the  experience  to  the  individual's  needs. 

One  of  the  claimed  effects  of  this  is  to  ensure  that  Wilson  Learning 
courses  are  remembered  for  a  long  time  by  delegates. 

The  course  materials  are  claimed  to  be  of  a  very  high  quality  and 
intellectual  content.  Presenters  are  all  trained  and  licensed  by 
Wilson  Learning.  Presentations  are  supported  by  purpose- 
developed  videos  which  are  intended  to  illustrate  the  issues  of  the 
course.  In  addition  Wilson  Learning  has  a  library  of  interactive 
video  material,  and  also  a  significant  amount  of  CD-I  is  about  to  be 
introduced  into  the  UK  catalogue. 

The  bulk  of  the  business  is  done  on  an  in-company  basis. 

These  events  will  be  presented/facilitated  either  by  a  Wilson 
Learning  employee,  or  a  partner,  or  in  some  cases  by  an  employee 
of  the  customer  who  has  been  trained  and  licensed  by  Wilson 
Learning.  In  this  latter  case  the  company  itself  would  be  also 
licensed  to  produce  the  materials. 

In  some  cases  a  Wilson  Learning  distributor  will  also  have  a 
consulting  activity,  but  the  majority  are  trainers  serving  their  own 
cHentele.  Their  expertise  in  a  particular  industry  may  well  enable 
them  to  make  a  special  penetration  in  it.  In  the  case  of  Financial 
Services,  Wilson  Learning  has  some  of  its  own  industry-specific 
materials.  Any  adaptation  of  courses  by  licensed  presenters  is 
tightly  controlled  by  Wilson  Learning  in  order  to  ensure  quality. 
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Selling  is  done  by  the  distributor/Wilson  Learning  employee  who 
will  perform  the  service.  Clients  tend  to  be  big  companies  and 
Wilson  Learning  aims  to  deliver  a  quality  offering  at  a  premium 
price. 

Exhibit  1  shows  some  of  the  courses  on  offer  in  the  UK. 
Exhibit  1 

Wilson  Learning  Great  Britain  Ltd 
  Courses  in  the  Current  UK  Price  List   

LEADERSHIP  CURRICULUM 

The  Leader  Manager  -  3  days 
The  Authentic  Leader  -  2  days 
Managing  for  Excellence  -  2  days 
Creating  High  Performance  Team  -  2  days 
High  Performance  Team  Workshop  -  3  days 
Negotiating  to  Yes  -  2  days 
Supervisory  Series  - 10  modules 

SALES  CURRICULUM 

The  Winning  Sales  Person  -1 1  modules 

The  Counsellor  Sales  Person  -3  days 

The  Versatile  Salesperson  -  2  days 

Negotiating  to  Yes  -  2  days 

Advanced  Account  Management  -  4  days 

Target  Account  Selling  -  3  days 

Managing  Sales  Performance  -2  days  or  1  day 

CUSTOMER  SERVICE  CURRICULUM 

Signature  Service  -  2  days 
Counsellor  Relations  -  2  days 
Managing  Signature  Service  -  3  days 

SKILLS  CURRICULUM 

Social  Style  Series  -  2  days 
Professional  Presentation  Skills  -  3  days 
Problem  Solving 
Getting  Past  No 
Innovation  Series 
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Wilson  Coverage  in  Europe 

Wilson  Learning  is  represented  in  the  following  countries  in 
Europe: 

•  Belgium  by  Securex  Energy  Learning 

•  Denmark  by  AKTI-KURSUSA/S 
'   Finland  by  OYRASTOR  AB 

•  France  by  SOCIETE  PERFORMAN 

•  Germany  by  WILSON  LEARNING  GmbH 

•  Italy  by  LEARNING  SYSTEM  SRL 
'  Norway  by  HARETMARK  IRAS 

•  Spain  by  WILSON  LEARNING  ESPAN  ASA 

•  Sweden  by  UTBILDINGSHUSET  AB 

•  The  Netherlands  by  GITP  and  by  BERENSHOT. 
All  these  operations  are  controlled  by  Minneapolis. 
Revenue  from  European  Operations 

The  split  between  countries  in  1992  was: 


•  Belgium/Luxembourg,  $500k 

•  Finland,  $270k 

•  France,  $485k 

•  Germany,  $80k 

•  Italy,  $  1,200k 

•  Netherlands,  $350k 

•  Spain,  $800k 

•  Sweden,  $250k 
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INPUT  Assessment 
Quantitative 

Wilson  Learning  is  small  and  underdeveloped  in  Europe.  It  has 
begun  to  realise  that  it  has  potential,  but  our  interview  has  not  given 
us  enough  insight  into  its  management  style  to  know  whether  it 
could  make  the  transition  from  a  small  niche  player  with  a  global 
reach,  into  a  significant  force,  know  outside  its  current  narrow 
market  sector.  Certainly  it  would  need  to  retain  its  company  culture 
if  acquired,  and  at  its  present  size  it  could  be  very  vulnerable  to 
heavy-handed  new  management  which  may  not  see  any  benefit  of 
retaining  a  separate  brand  identity. 

In  global  terms  Wilson  Learning  should  be  considered  a  significant 
player  in  the  Management  Training  and  Personal  Development 
sectors,  with  some  1%  of  the  world  market. 

Qualitative 

A  key  characteristic  of  this  company  is  the  use  of  'distributors'  as 
marketers  and  providers  of  the  products  and  services  offered.  It  has 
something  of  the  franchise  operation  about  its  style.  This  means 
that  its  success  is  somewhat  dependent  upon  the  links  between  the 
management  and  these  outworkers.  To  this  extent  it  is  similar  to 
MCE. 

The  company's  product/service  portfolio  and  its  planned  further  use 
of  multi-media  technology  both  make  it  complementary  to  IBM's 
current  stance.  INPUT  favours  an  approach  to  the  firm  with  a  view 
to  establishing  whether  it  would  be  serious  in  desiring  a  closer  link 
with  IBM.  It  is  our  opinion  that  it  is  essential  that  IBM's  new 
management  style  incorporates  the  capability  of  running  operations 
such  as  Wilson  Learning  on  'a  light  rein'.  At  least  attempting  this 
with  Wilson  would  establish  it  clearly  in  the  corporate  mind  of  IBM 
that  this  must  be  a  key  strategic  component  of  its  'new  face'.  This  is 
a  clear  challenge  to  shed  the  attribute  of  being  a  monolith,  while 
retaining  the  many  superior  qualities  of  the  IBM  brand. 
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Exchange  Rates  and  Inflation 
Assumptions 


EXHIBIT  A-1 


U.S.  Dollar  and  ECU  Exchange  Rates,  1993 


Country 

Currency 

U.S.  Dollar 

ECU 

Europe 

$ 

1 

0.790 

France 

FF 

5.26 

6.64 

Germany 

DM 

1.55 

1.97 

United  Kingdom 

PS 

0.634 

0.800 

Italy 

Lira 

1 ,360 

1.73 

Sweden 

Sek 

6.24 

7.96 

Denmark 

DK 

5.98 

7.58 

Norway 

NK 

6.41 

8.15 

Finland 

FM 

4.96 

6.10 

Netherlands 

Dfl 

1.74 

2.20 

Belgium 

BF 

31.91 

40.34 

Switzerland 

SF 

1.39 

1.75 

Austria 

Sch 

10.89 

13.82 

Spain 

Ptas 

110.82 

140.30 

Ireland 

IP 

0.589 

0.745 

Portugal 

Esc 

138.26 

174.00 

Greece 

Dra 

202.32 

255.00 

Eastern  Europe 

$ 

1 

0.790 

Source:  OECD  February  1993 
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Inflation  Assumptions  1992  and  1993 


Percent 

— .  .  — 

Country 

Assumption 
1992-1997 

Assumption 
1993-1998 

Change 

France 

3.0 

2.7 

-0.3 

Germany 

2.7 

3.9 

1.2 

United  Kingdom 

4.8 

3.7 

-1.1 

Italy 

4.4 

5.2 

0.8 

Sweden 

6.3 

4.0 

-2.3 

Denmark 

2.7 

2.4 

-0.3 

Norway 

4.9 

3.4 

"1.5 

Finland 

5.0 

1.4 

-3.6 

Neinerianas 

2.4 

3.3 

0.9 

Belgium 

3.3 

3.2 

-0.1 

Switzerland 

3.3 

3.5 

0.2 

Austria 

2.6 

3.2 

0.6 

Spain 

4.7 

5.0 

0.3 

Ireland 

8.0 

12.5 

4.5 

Portugal 

12.0 

11.0 

-1.0 

Greece 

3.0 

3.0 

0.0 

Eastern  Europe 

Source:  OECD  December  1992 
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